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MISCELLANEOUS TARIFF AND TRADE BILLS

TUESDAY, NOVEMBER 15, 1983

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS,

SUBCOMMITTEE ON TRADE,
Washington, DC.

The subcommittee met at 9:40 a.m., pursuant to notice, in room 
1100, Longworth House Office Building, Hon. Sam M. Gibbons 
(chairman of the subcommittee) presiding.

[The press releases announcing the hearing follow:]
[PreM .tleaw No. 19, Friday, Nov. 4,1983]

THE HONORABLE SAM M. GIBBONS (D-FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, 
COMMITTEE ON WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES 
HEARINGS ON CERTAIN TARIFF AND TRADE BILLS, NOVEMBER 15,1983
The Honorable Sam M. Gibbons (D-Fla.), Chairman of the Subcommittee on 

Trade of the Committee on Ways and Means, U.S. House of Representatives, today 
announced that the Subcommittee will hold hearings on Tuesday, November 15, 
1983, on certain tariff and trade bills to provide permanent duty-free entry, duty 
reduction, temporary suspension of duty, duty increase, classification changes and 
other bills. The hearing will begin at S:30 a.m., in room 1100, of the Longworth 
House Office Building.

Officials from interested executive branch agencies will be the first witnesses. Tes 
timony also will be received from interested private sector witnesses.

The tariff and trade bills on which testimony will be received are listed below:

DUTY-FREE BILLS

H.R. 2471 (Mrs. Boggs): To provide for the duty-free entry of geophysical or con 
tracting services and articles exported and returned and used for the extraction or 
development of natural resources.

H.R. 4218 (Mr. Britt): to extend permanent duty-free treatment to Meta-toluic acid 
(MTA), a chemical used to manufacturer certain insect repellents.

DUTY REDUCTION BILLS

H.R. 2641 (Mr. Frenzel): To provide duty relief for precious stones exported for 
procecsing and returned for the sole personal use of the exporter.

H.R. 2776 (Mr. Ratchford, Mrs. Kennelly, et al.): To provide for a duty rate on 
imported gut, used as surgical sutures, equivalent to the duty rate on surgical su 
tures of other materials.

H.R. 2851 (Mr. Frank): To provide for a separate duty item with reduced duty for 
certain knives having snap-off blades and parts thereof.

H.R. 3817 (Mr. Hance and Mr. Frenzel): To provide for a gradual reduction in 
duty on ethyl and methyl parathion over a five-year period.

H.R. 4255 (Mr. Frenzel): To provide for a reduction in duty on certain fresh aspar 
agus.

(1)



DUTY SUSPENSION BILLS

H.R. 2667 (Mr. Thomas of California): To suspend until July 1, 1988, the duty on 
yttrium bearing ores, materials and compounds containing by weight more than 19 
percent but less than 85 percent yttrium oxide equivalent.

H.R. 2947 (Mr. Pease): To suspend the duty on fluorspar until the close of June 30, 
1986.

H.R. 3174 (Mr. Matsui): To permanently suspend the duty on certain telescopes 
and telescopic sights for rifles.

H.R. 3311 (Mr. Vender Jagt): To suspend the duty for a three year period on dicy- 
clomine hydrochloride.

H.R. 3312 (Mr. Vender Jagt): To suspend the duty for a three year period on ter- 
fenadine.

H.R. 3313 (Mr. Vander Jagt): To suspend the duty for a three year period on clo- 
miphene citrate.

H.R. 3445 (Mr. Conable): To suspend the duty until June SO, 1987, on diphenyl 
guanidine and di-ortho-tolyl guanidine.

H.R. 3709 (Mr. Guarini): Extend the temporary suspension of duty on natural 
graphite until January 1,1988.

H.R. 3731 (Mr. Vander Jagt): Extend the temporary suspension of duty on certain 
clock radios until September 30,1987.

H.R. 3740 (Mr. Albosta): To suspend the duty on mepenzolate bromide for a three 
yenr period.

H.R. 3741 (Mr. Aibosta): To suspend the duty on desipramine hydrochloride for a 
three year period.

H.R. 3742 (Mr. Albosta): To suspend the duty on rifampin for a three year period.
H.R. 4035 (Mr. Jacobs): To suspend the duty on a certain antibiotic until Decem 

ber 31,1986.
H.R. 4223 (Mr. Moore): To suspend for a three year period the duty on 4-0-beta-D- 

Galactopyranoeyl-D-fructose.
H.R. 4224 (Mr. Moore): To suspend for a three year period the duty on nicotine 

resin complex.
H.R. 4225 (Mr. Moore): To suspend for a three year period the duty on iron dex- 

tran complex.

DUTY INCREASE BILLS

H.R. 2711 (Mr. Vander Jagt): To impose a duty of one-tenth of one cent per gallon 
on apple and pear juice.

CUSTOMS BILLS

H.R. 3158 (Mr. Gibbons): To provide for the implementation of the Customs Con 
vention on Containers, 1972, to provide duty-free treatment for repair parts accesso 
ries and equipment of temporarily admitted containers.

H.R. 3159 (Mr. Gibbons): To provide for the assessment of interest on duties which 
are not paid within 25 days of the date of liquidation and further provide interest to 
be paid by the Government for duties collected which are required to be subsequent 
ly reduced.

H.R. 3299 » (Mr. Hughes, et al.): To amend the Controlled Substances Act, the 
Controlled Substances Import and Export Act, and the Tariff Act of 1930 to improve 
forfeiture provisions and strengthen penalties for controlled substances offenses and 
for other purposes. (This hearing will be directed to Title II of the proposed "Com 
prehensive Drug Penalty Act of 1983".) (Also referred to Judiciary and Energy and 
Commerce Committees.)

1 ED. NOTE.-H.R. 3299 is superseded by H.R. 4901.



CLASSIFICATION BILLS

H.R. 4232 (Mr. Brooks); To amend the Tariff Schedules of the United States to 
reclassify certain naphtha products containing a benzenoid chemical.

H.R. 4296 (Mr. MacKay, Mr. Matsui, Mr. Hance, Mr. Thomas of Calif., et al.): To 
provide for the establishment of a more clear definition of the intended duties on 
concentrated and not concentrated orange juice by providing a clear delineation of 
the two.

OTHER BILLS

H R. 3795 (Mr. Coelho, et al.): To harmonize, reduce, and eliminate barriers to 
trade in wine on a basis which assures substantially equivalent competitive opportu 
nities for all wine moving in international trade.

H.R. 4316 (Mr. Frenzel): To amend the Tariff Act of 1930 to inclr.de substitution 
under same-condition drawback.

H.R. 3727 (Mr. Downey and Mr. Gradison): To prohibit the President from impos 
ing import quotas on sugar and repeal any import quotas on sugar currently in 
effect.

DETAILS FOR SUBMISSION OP REQUESTS TO BE HEARD

Requests to be heard must be made by telephone to Harriett Lawkr [telephone 
(202) 225-3627] by noon, Wednesday, November 9, 1983. The request should be fol 
lowed by a formal written request addressed to John J. Salmon, Chief Counsel, Com 
mittee on Ways and Means, U.S. House of Representatives, 1102 Longworth House 
Office Building Washington, D.C. 20515.

In view of the number of bills to be reviewed and the limited time available, wit 
nesses wishing to present oral testimony are requested to briefly summarize their 
written statements. The full statement will be included in the printed record.

In order to assure the most productive use of the limited amount of time available 
to question hearing witnesses, witnesses scheduled to appear before the Subcommit 
tee are required to submit 100 copies of their prepared statements to the full Com- 
mitte office, room 1102 Longworth House Office Building, at least 24 hours in ad 
vance of their scheduled appearances. Failure to do so may result in the witness 
being denied the opportunity to testify in person because of the large number of 
bills involved.

Each statement to be presented to the Subcommittee or any written statement 
submitted for the record must contain the following information:

1. The name, full address, and capacity in which the witness will appear (as well 
as a telephone number where he or his designated representative may be reached);

2. A list of any clients or persons or any organization for whom the witness ap 
pears; and

3. A topical outline or summary of the comments and recommendations in the full 
statement.

WRITTEN STATEMENTS IN LIEU OP PERSONAL APPEARANCE

Persons submitting a written statement in lieu of a personal appearance should 
submit six (6) copies of their statement by the close of business Tuesday, November 
22, 1983, to John J. Salmon, Chief Counsel, Committee on Ways and Means, U.S. 
House of Representatives, 1102 Longworth House Office Building, Washington, D.C. 
20515. If those filing written statement for the record of the printed hearing wish to 
have their statement distributed to the press and the interested public, they may 
provide 75 additional copies during the course of the public hearing.
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[Press release No. 20. Monday. Nov. 7,1983]

THE HONORABLE SAM M. GIBBONS (D-FiA.), CHAIRMAN, SUBCOMMITTKK ON TRADE, 
CoMiinrEi ON WAYS AND MEANS, U.S. HOUSE OP REPRESENTATIVES, ANNOUNCES 
THE ADDITION OF A BILL TO BE CONSIDERED IN HEARINGS ON CERTAIN TARIFF AND 
TRADE BILLS, PREVIOUSLY ANNOUNCED FOR NOVEMBER 15,1983
The Honorable Sam M. Gibbons (D-Fla.), Chairman of the Subcommittee on Trade 

of the Committee on Ways and Means, U.S. House of Representatives, today an 
nounced that one additional bill will be considered in addition to the previously pub 
lished list at its hearing on November 15,1983. The hearing announced in the Sub 
committee on Trade press release dated Friday, November 4, 1983, will include cer 
tain tariff and trade bills to provide permanent duty-free entry, duty reduction, tem 
porary suspension of duty, duty increase, classification changes and other bills. The 
hearing will begin at 9:30 a.m. in room 1100 of the Longworth House Office Build 
ing.

The additional bill is listed below:

DUTY INCREASE BILL

H.R. 4321 (Mr. Sisisky): To repeal the existing temporary suspension of duty on 
carob flour.

Although the cutoff date for requests to be heard, as announced in press release 
#19, is the close of business on November 9, 1983, the Subcommittee will make 
every effort to accommodate witnesses on toiumC~y applicable to the additional bill. 
Requests to be heard on this bill shou'd be made as soon as possible by telephone to 
Harriett Lawler [telephone i2C2> 925-3627].

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE

Persons submitting a written statement in lieu of a personal appearance should 
submit six (6) copies of their statement by the close of business Tuesday, November 
22, 1983, to John J. Salmon, Chief Counsel, Committee on Ways and Means, U.S. 
House of Representatives, 1102 Longworth House Office Building, Washington, D.C. 
20515. If those filing written statements for the record of the printed hearing wish 
to have their statements distributed to the press and the interested public, they may 
provide 75 additional copies during the course of the public hearing.

(Press release No. 21, Thursday, Nov. 10,1983]

THE HONORABLE SAM M. GIBBONS (D-FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, 
COMMITTEE ON WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES 
THE ADDITION OF A BILL TO BE CONSIDERED IN .HEARINGS ON CERTAIN TARIFF AND 
TRADE BILLS, PREVIOUSLY ANNOUNCED FOR NOVEMBER 15,1983
The Honorable Sam M. Gibbons (D-Fla.), Chairman of the Subcommittee on 

Trade of the Committee on Ways and Means, U.S. House of Representatives, today 
announced that one additional bill will be considered in addition to the previously 
published list at its hearing on November 15, 1983. The hearing announced in the 
Subcommittee's press release dated Friday, November 4, 1983, will include certain 
tariff and trade bills to provide permanent duty-free entry, duty reduction, tempo 
rary suspension of duty, duty increase, classification changes, and other bills. The 
hearing will begin at 9:30 a.m. in the main Committee hearing room, 1100 Long- 
worth House Office Building. "~

The additional bill is listed below:

DUTY SUSPENSION BILL

H.R. 4329 (Mr. Philip M. Crane): To extend until July 1, 1987, the existing suspen 
sion of duty on 4-chloro-3-methylphenol.

Although the cutoff date for requests to be heard, as announced in press release 
#19, was noon, November 9, 1983, the Subcommittee will make every effort to ac 
commodate witnesses on testimony applicable to the additional bill. Requests to be 
heard on this bill should be made as soon as possible by telephone to Harriett 
Lawler [telephone (202) 225-3627].



WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE

Persons submitting a written statement in lieu of a personal appearance should 
submit six (6) copies of their statement by the close of business Tuesday, November 
22, 1983, to John J. Salmon, Chief Counsel, Committee, on Ways and Means, U.S. 
House of Representatives, Room lT02~l/)ngworth House Office Building, Washing 
ton, D.C. 20515. If those filing written statements for the record of the printed hear 
ing wish to have their statements distributed to the press and the interested public, 
they may provide 75 additional copies during the course of the public hearing.

[Press release No. 22rThursday, November 10, 1983]

THE HON. SAM M. GIBBONS (D-FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, COMMIT 
TEE ON WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES THE ADDI 
TION OF A BILL To BE CONSIDERED IN HEARINGS ON CERTAIN TARIFF AND TRADE 
BILLS, PREVIOUSLY ANNOUNCED FOR NOVEMBER 15,1983
The Honorable Sam M. Gibbons (D-Fla.), Chairman of the Subcommittee on Trade 

of the Committee on Ways and Means, U.S. House of Representatives, today an 
nounced that one additional bill will be considered in addition to the previously pub 
lished list at its hearing on November 15,1983. The hearing announced in the Sub 
committee's press release dated Friday, November 4,1983, will include certain tariff 
and trade bills to provide permanent duty-free entry, duty reduction, temporary sus 
pension of duty, duty increase, classification changes, and other bills. The hearing 
will begin at 9:30 a.m. in the main Committee hearing room, 1100 Longworth House 
Office Building.

The additional bill is listed below:

CLASSIFICATION BILL

H.R. 4339 (Mr. Guarini): To amend the Tariff Schedules of the United States re 
garding the classification of certain articles of wearing apparl.

Although the cutoff date for requests to be heard, as announced in press release 
No. 19, was noon, November 9, 1983, the Subcommittee will make every effort to 
accommodate witnesses on testimony applicable to the additional bill. Requests to 
be heard on this bill should be made as soon as possible by telephone to Harriet 
Lawler [telephone (202) 225-3627].

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE

Persons submitting a written statement in lieu of a personal appearance should 
submit six (6) copies of their statement by the close of business Tuesday, November 
22, 1983, to John J. Salmon, Chief Counsel, Committee on Wf>.ys and Means, U.S. 
House of Representatives, Room 1102 Longworth House Office Building, Washing 
ton, D.C. 20515. If those filing written statements for the record of the printed hear 
ing wish to have their statements distributed to tne pre-is '^nd the interested public, 
they may provide 75 additional copies during the course of the public hearing.

Chairman GIBBONS. Good morning, ladies and gentlemen. Let me 
make a little opening statement and then we will get down to our 
scheduled business.

Of course, as everyone knows, this is a meeting of the Trade Sub 
committee of the Ways and Means Committee. The purpose of this 
hearing is as announced in our press releases of some time ago. We 
are going to hear testimony on certain 35 miscellaneous tariff and 
trade bills under consideration by the subcommittee.

Today we will hear testimony from both the administration and 
the private sector witnesses. We have invited the International 
'Trade* Commission to be represented at the witness table in a sup 
porting role to help with the questions and data.

I will be using procedures similar to those I have used in dealing 
with these bills in the past. That is, I do not expect to send any bill 
to the Senate unless there is a Senator cosponsor of a companion
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bill. This procedure, as evidenced by the positive action taken by 
the Senate a little earlier this year in fact, last week will save 
us all a great deal of trouble.

As we have a number of bills to get through today I will ask all 
witnesses to briefly summarize their testimony. Witnesses' com 
plete testimony will be included in the record. In the interest of 
time, if the administration wishes, they may identify those bills to 
which they have no objection and limit their comments to those 
bills which require some elaboration or to those which they oppose. 
I hope that this is satisfactory with the administration.

With a few exceptions, we will proceed through the bills in the 
order of our press release of November 4, 1983. The agenda before 
you lists those bills in the order in which witnesses will appear. If 
the administration witnesses are ready and the ITC representative 
is ready, we will proceed.

The first bill we would take up is H.R. 2471 by Mrs. Boggs and 
you may proceed.

STATEMENT OF BRUCE JON MILLER, DIRECTOR, CONSUMER 
GOODS AND AUTOMOTIVE INDUSTRIES DIVISION, INTERNA 
TIONAL TRADE ADMINISTRATION, ACCOMPANIED BY BARBARA 
A. STEINBOCK, U.S. DEPARTMENT OF COMMERCE; LEO WEBB, 
ATTORNEY, OFFICE OF TARIFF AFFAIRS, U.S. INTERNATIONAL 
TRADE COMMISSION; ARTHUR I. RETTINGER, GENERAL ATTOR 
NEY, OFFICE OF THE CHIEF COUNSEL, U.S. CUSTOMS SERVICE; 
C. MICHAEL HATHAWAY, DEPUTY GENERAL COUNSEL, U.S. 
TRADE REPRESENTATIVE; JOHN NUTTALL, ACTING CHIEF, 
SUGAR GROUP, AND EDWARD MISSIAEN, DEPUTY DIRECTOR 
FOR ANALYSIS, HORTICULTURE AND TROPICAL PRODUCTS DI 
VISION, FOREIGN AGRICULTURAL SERVICE, DEPARTMENT OF 
AGRICULTURE
Mr. MILLER. Thank you, Mr. Chairman.
Chairman GIBBONS. Would you identify yourself for the record so 

that we will have you in there by name?
Mr. MILLER. I am Bruce Miller, the Director of the Consumer 

Goods and Automotive Industries Division, International Trade Ad 
ministration, Department of Commerce. I am accompanied by Bar 
bara A. Steinbock of the Department of Commerce.

Also here on the panel is Leo Webb, Attorney, Office of Tariff 
Affairs, U.S. International Trade Commission. On my right, from 
the U.S. Customs Service is Arthur Rettinger, General Attorney of 
the Office of the Chief Counsel. We will be joined also by Mike 
Hathaway, Deputy General Counsel, U.S. Trade Representative, 
and from the U.S. Department of Agriculture, John Nuttall, Acting 
Chief, Sugar Group, and Ed Missiaen, Deputy Director for Analy 
sis, Horticulture, and Tropical Products Division, Foreign Agricul 
tural Service.

Mr. MILLER. Mr. Chairman, we are pleased to have the opportu 
nity to present our views on these miscellaneous tariff bills and we 
will proceed as you suggested and limit our remarks only to those 
bills where we have opposition.

Chairman GIBBONS. All right.



Mr. MILLER, i would like to make uue scnciai comment veg&vd- 
ing the effective date of all of the bills, and that is that we request 
that the effective date on all bills that are not continuations of 
present duty changes be no sooner than 15 days from the date of 
enactment.

Chairman GIBBONS. That sounds reasonable and we will make 
that a rule unless someone seeks an exception and can justify it. 
Go right ahead.

Mr. MILLER. Thank you, Mr. Chairman.
With regard to H.R. 2471, the administration has no objection to 

the bill. We are suggesting, and will provide the staff with, some 
technical changes that we feel are appropriate for that bill.

Chairman GIBBONS. All right. Since Mr. Frenzel is here, do you 
want to talk about his bill a little, H.R. 2641? Excuse me. Do you 
want to just cover those that you have objections to and skip over 
the ones to which you have no objection?

Mr. MILLER. OK, Mr. Chairman. H.R. 4213.
Chairman GIBBONS. All right, just a minute.
Mr. FRENZEL. Mr. Chairman, was the testimony on H.R. 2471 in 

support?
Chairman GIBBONS. Yes.
Mr. FRENZEL. Thank you.
Chairman GIBBONS. All right, fine. To assure that we are all 

working off the same document; we are in the table of contents of 
the briefing book and Mr. Miller has just talked about H.R. 2471, 
which is Mrs. Boggs' bill. There is no objection to that except that 
they want to make some technical changes. They feel it increases 
compejtitiveness.

Mr. SCHULZE. Mr. Chairman, has H.R. 2860 been dropped from 
consideration at this time?

Chairman GIBBONS. None of them have been dropped from con 
sideration. We are just going through the list of those which ap 
peared in the press release here. Go right ahead.

Mr. MILLER. Mr. Chairman, with regard to H.R. 4218, the admin 
istration opposes enactment of this legislation. We oppose unilater 
al tariff reductions when such reductions could affect the competi 
tive posture of U.S\ producers.

In this case, enactment of H.R. 4218 could adversely affect the 
one U.S. company that manufactures MTA, which is the chemical 
involved here. This U.S. manufacturer produces a form of this 
chemical in Brooklyn, N.Y. There is some concern that some pur 
chasers will not be able to obtain a pure form of the chemical and 
we realize that.

We realize that one company does require a pure form which is 
not available in the United States. However, our feeling is that 
were we to allow the duty to be reduced that it would apply both to 
the pure and impure form of the chemical and by doing so we 
would undercut the competitive position of the U.S. company.

Chairman GIBBONS. Are there any questions?
Mr. FRENZEL. Would you object to the bill if it had either of the 

forms rather than both of them?
Mr. MILLER. Yes, we would still object.
Mr. FRENZEL. So it does not make any difference what form it is 

in?
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 Mr. MnJjiiK. The way the pricing wuikb, tlic> woulu Ubc the pure 
form.

Mr. FRENZEL. May I ask further if you are normally going to be 
opposing bills on the basis of a single source U.S. manufacturer's 
competitive position? Does that manufacturer supply enough for 
the U.S. market?

Mr. MILLER. Congressman, we do have other bills where I noticed 
we have opposition where there is limited sourcing in the United 
States. However, we do not always oppose bills on that ground.

Mr. FRENZEL. Thank you.
Chairman GIBBONS. So that we can proceed as expeditiously as 

possible, I would invite my colleagues, if you have questions, to just 
go ahead and ask them without seeking recognition. In that way I 
think we can move more expeditiously..

Go right ahead.
Mr. MILLER. Thank you, Mr. Chairman. K.R. 2641, we oppose en 

actment of that legislation.
Chairman GIBBONS. Do you want to explain why?
Mr. MILLER. Again, Mr. Chairman, we are opposing on the 

grounds that a reduction of the duty as proposed in this legislation 
could affect the competitive posture of U.S. producers.

In this instance, enactment of H.R. 2641 could adversely affect 
the domestic jewelry industry by encouraging the use of non-U.S. 
settings and labor since arrangements to avoid the 3-year restric 
tion on sales appear quite possible.

Mr. FRENZEL. Do you mean the flood of U.S. tourists going 
abroad with stones in their pocket to be reset would shatter the 
economy of Massachusetts?

Mr. MILLER. Well, Mr. Congressman, our belief is that the bill 
would not be limited to tourists.

Mr. FRENZEL. Would you. object to it if it were limited to tourists?
Mr. MILLER. We have not looked at that possibility. I think that 

that would change the legislation significantly.
Mr. FRENZEL. Mr. Chairman, there are going to be no witnesses 

for this bill, so I would like to explain briefly why it was written.
Chairman GIBBONS. Go right ahead.
Mr. FRENZEL. I have a constituent who went abroad carrying a 

$2,000 stone and called the attention of the Customs Service to it, 
went abroad, got themselves a fitting for it which was worth $200, 
and came back to the United States and the friendly, fun-loving 
neighborhood Customs banged him for the value of the stone and 
the fitting when he came back to this country, although in my 
judgment the Commissioner cf Customs had the ability to waive 
the tariff on the stone.

And I assume that this happens a limited number of times, and I 
think the Customs department's deportment in this case was per 
haps retaliatory because the individual in question was obviously 
violating other laws which should not have been violated. But to 
think that somebody cannot take something out of this country and 
have it upgraded and be charged for the full value of it makes me 
question the whole TSUS law, if that is the way it is going to be 
interpreted.

And if the bill is drafted incorrectly, I would be pleased to work 
on the drafting with you. But if you believe we should tax U. S.



Jiuycra of gtones who   out of the country te have them acl twice, 
I would like to knov about it, and then I will not worry about 
making any adjustments to my draft.

Chairman GIBBONS. Let us hear your response.
Mr. RETTINGER. There is no duty on unset diamonds, rubies, sap 

phires, and emeralds. Consequently, unset precious stones can be 
imported duty-free. In this particular case the stone was exported 
from the country, set into a finished piece of jewelry as a finished 
piece of jewelry. There was a substantial transformation, albeit a 
minor substantial transformation.

In that degree I think we have to agree with Mr. Frenzel, but 
under the interpretation of the Court of International Trade and 
the Customs Court, that is a substantial transformation and when 
the stone is reimported with the setting that is a single article of 
commerce and Customs did not believe that it had the authority to 
break it apart for the importer into its separate pieces.

The entireties doctrine took over. If, in fact, the gentleman had 
brought the stone back with him after having the setting fashioned 
abroad and then had the setting sent back or following, then in 
fact duty would have been on just the setting. The stone would 
have also come back duty free, as it had come in the first time, 
duty free. The setting would have had the duty attached to it of 
settings, which I believe is 10 percent, and that hopefully would 
have been that.

Alternatively, Mr. Frenzel had a bill about 2 years ago, the same 
condition drawback, which in this case might have been able to 
help the individual in the sense that the stone and setting could 
have been reexported in the same condition, and drawback 
claimed. In fact, had he returned with the stone separately and the 
setting to follow, we would have received the same duty treatment 
had he done that originally.

I am sorry this happened, but I am not sure  -
Mr. FRENZEL. Well, do you object to having the bill structured so 

that individuals could take stones out of the country and get them 
reset and brought back in without getting banged for them?

Mr. RETTINGER. I will defer, if I can, to the Commerce Depart 
ment.

Mr. MILLER. Well, as I said, Mr. Chairman, we would have to 
take a look at that. That really changes the analysis that we have 
done. We certainly would have a lot less concern about a tourist, 
something that would occur as a result of a tourist traveling 
abroad.

The problem with this bill is that it makes a general amendment 
to the tariff schedules which opens up a lot of possibilities for use 
of the tariff schedules to avoid what otherwise would be the appli 
cable duties.

Mr. FRENZEL. Thank you very much, Mr. Chairman.
Chairman GIBBONS. All right. Perhaps we can redraft this bill 

and make it acceptable to the administration.
Go ahead.
Mr. MILLER. Thank you, Mr. Chairman.
With regard to H.R. 2776, the administration has no objection.
With regard to H.R. 2851, the administration opposes enactment.
Chairman GIBBONS. Do you want to explain why?
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Mr. MILLER. Again, we believe this is a unilateral duty reduction 
Hhat might adversely affect U.S. produCtlDa. There is at leaal uuc 
U.S. firm assembling these knives using foreign components. The 
bill would unilaterafiy reduce tariffs on a product produced in the 
United States without providing for a new export opportunity for 
U.S. exporters.

The main foreign supplier of snap blade knives and parts is 
Japan and unilateral tariff reductions on imports from Japan 
would, we believe, be counterproductive at this time. The types of 
permanent tariff reductions proposed in the legislation we believe 
should be accomplished through international trade negotiations in 
which we have the opportunity to obtain reciprocal benefits for 
U.S. exporters.

Mr. FRENZEL. Am I correct in understanding that there is 
$105,000 worth of market that we can exchange for this important 
concession?

Mr. MILLER. Well, I am not sure about the exact figure. I believe 
the U.S. ITC estimates imports are less than $1 million a year.

Mr. FRENZEL. I have an estimate of $105,000 in annual loss of 
Customs revenue. Would that be approximately correct?

Mr. WEBB. Mr. Frenzel, yes. We report $105,000 approximate 
annual revenue loss. This is based upon an analysis of the residual 
or basket category, where there is $38 million of imports but we 
estimate only 5 percent of that would be the snap blade knives.

Mr. FRENZEL. Thank you very much.
Now is this one of those cases where the blades come in at a dif 

ferent duty than the assembled knife and so what we are protect 
ing is one assembler in the United States and what is the usual 
outcome is that the person who buys from that assembler will 
begin to buy the blades themselves and assemble them themselves, 
thus avoiding the duty or the local assembler's fee?

Mr. MILLER. Well, I agree with you about the facts that in this 
case we have an assembler, that the tariff treatment is such that 
the components  

Mr. FRENZEL. Let me phrase my question another way. Are you 
opposing this because of the unilateral give-up of $105,000, or are 
you opposing it to insure the competitive status of the one U.S. as 
sembler?

Mr. MILLER. Well, our primary concern, Mr. Frenzel, is the effect 
on the U.S. producer.

Mr. FRENZEL. Thank you.
Chairman GIBBONS. OK. Go to the next bill.
Mr. MILLER. Thank you, Mr. Chairman.
The administration opposes enactment of H.R. 3817. Again, we 

believe that we have an instance here where unilateral tariff re 
duction could affect the competitive posture of a U.S. producer.

In this particular case, the company involved has invested a sub 
stantial sum of money to bring its plant into conformity with Envi 
ronmental Protection Agency standards. If this bill were enacted, 
we believe the U.S. producer will close its domestic plant, which is 
currently. operating at only 38-percent capacity. Such a closure 
would result in a loss of 200 to 300 jobs in an area of already high 
unemployment and a large financial loss to the firm.

Chairman GIBBONS. All right.
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Mr. FRENZEL. Excuse me, Mr. Chairman. The revenue loss is 

about $400,000 uu this?     
Mr. WEBB. We estimate the revenue loss in 1984 to be $364,000, 

declining to $310,000 in 1987.
Mr. FRENZEL. Thank you. And there is one domestic producer?
Mr. MILLER. Yes, Mr. Frenzel. There is just one domestic produc-~ 

er.
Chairman GIBBONS. Where do we import it from?
Mr. WEBB. We import it from Denmark, Mr. Chairman.
Chairman GIBBONS. The only domestic producer is Monsanto, is 

that right?
Mr. MILLER. Yes, Mr. Chairman.
Chairman GIBBONS. Thank you very much. Go to the next bill.
Mr. MILLER. Mr. Chairman, if I could ask the committee's indul 

gence, the next bill will be addressed by the U.S. Department of 
Agriculture and I would like to ask if we could just skip over the 
agricultural bills and have those addressed by Agriculture at the 
end of my testimony.

Chairman GIBBONS. Well, I want to look at motors, spindle 
motors.

Mr. MILLER. I am sorry. The next bill on my list is H.R. 4255, 
fresh asparagus.

Chairman GIBBONS, All right, I got you. You are way over on 
H.R. 4255. All right. Another one of yours, Mr. Frenzel. Go right 
ahead, Mr. Miller.

Mr. MILLER. Thank you, Mr. Chairman.
The next bill I have is H.R. 2667 and the administration has no 

objection.
Mr. FRENZEL. What is your next bill?
Mr. MILLER. H.R. 2667, yttrium, for which we have no objection.
Chairman GIBBONS. All right. Let us go to the next bill.
Mr. MILLER. The next bill I have is  
Chairman GIBBONS. There is no objection to the H.R. 2667?
Mr. MILLER. That is correct, Mr. Chairman. The next bill that I 

have is H.R. 2947. We are opposed to this bill as written, but we 
would have no objection were the bill modified to suspend the duty 
only for metallurgical grade fluorspar.

As currently written, the bill would suspend the duty on both 
metallurgical grade fluorspar and acid grade fluorspar.

Chairman GIBBONS. Acid grade?
Mr. MILLER. Acid grade.
Mr. FRENZEL. Can I ask our staff whether we have had fluorspar 

suspensions in the past?
Chairman GIBBONS. We sure have.
Mr. FRENZEL. Is this an extension or is this a broadening?
Mr. MILLER. Mr. Frenzel, we believe that there have been duty 

suspensions in the past but it is currently expired and this would 
be a revival. I am sorry; let me correct myself. It has been proposed 
before but never enacted.

Mr. FRENZEL. Yes, I think that is what our staff has confirmed, 
and you would accept on metallurgical grades only?

Mr. MILLER. Yes, that is correct, Mr. Frenzel.
Chairman GIBBONS. All right, let us go to the next bill.
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Mr. MILLER. Mr. Chairman, the next bill that I have is H.R. 3174, 
and we oppose enactment of this legislation. Again, we believe ttig 
unilateral tariff reduction proposed here could affect the competi 
tive posture of a U.S. producer.

In this instance there is production in the United States for 
which there is already strong foreign competition. Evidence of the 
extent of this competition is the fact that the Department of Labor 
certified on February 25,1981, that foreign imports were an impor 
tant cause of loss of jobs in the industry. Also, the Department of 
Labor has initiated as of March 31, 1983, another trade adjustment 
assistance investigation for products covered by the proposed legis 
lation.

Chairman GIBBONS. All right. Are there questions about this?
Mr. FRENZEL. I have a question. Apparently Korean imports 

come in duty free; is that correct?
Mr. MILLER. That is correct. However, the majority of the im 

ports are from Japan.
Mr. FRENZEL. Yes, that would be the ones in question here. The 

question is whether we want to give Japan GSP to equal Korea.
Mr. MILLER. Yes.
Mr. FRENZEL. Thank you.
Chairman GIBBONS. All right, the next one.
Mr. MILLER. Thank you, Mr. Chairman.
The next bill that I have is H.R. 3311. We have no objection.
[Pause.]
Chairman GIBBONS. I will explain why my colleagues are teasing 

me here. The call of the voice from the Democratic Caucus is plead 
ing for someone to come over and listen to Senator Hart. They 
have not been overwhelmed by people who want to go and listen 
this morning. We will get that interruption a few times today.

OK, go on. Take up the next one.
Mr. MILLER. Thank you, Mr. Chairman.
The next bill I have is H.R. 3312, no objection.
Chairman GIBBONS. All right. Let us go to the next one.
Mr. MILLER. H.R. 3313, no objection.
Chairman GIBBONS. Good.
Mr. MILLER. H.R. 3345, no objection.
H.R. 3709, no objection. I wish we had started on this page.
H.R. 3731, we object to enactment of this bill. Mike Hathaway 

from the Trade Representative's Office is here to speak on that bill.
Chairman GIBBONS. This is the clock radios you are talking 

about-H.R.3731?
Mr. HATHAWAY. Yes.
Mr. MILLER. Yes, clock radios.
Chairman GIBBONS. All right. This fellow is a very important 

man on this committee. He is the ranking Republican. You had 
better tell us why you are against his bill.

Mr. HATHAWAY. I would be happy to. We have a very large 
amount of trade in clock radios. It is substantially with countries 
with whom the United States has a great interest in getting trade- 
liberalizing measures adopted on their part. The amount of duties 
collected is $9.5 million annually. This would be a 3-year duty sus 
pension for a product upon which the duty is already suspended 
until next fall, until September of 1984.
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The administration i ~s a proposal that is being considered now 
for the extension of the generalized system of preferences fGSPI 
which would provide tor an opportunity to consider market access 
in most of the major suppliers of clock radios when determining 
whether or not to provide GSP treatment for products of interest to 
those countries.

In particular, we are talking about Hong Kong, Singapore, 
Taiwan, and Malaysia. We are also talking about a substantial 
amount of trade with Japan. This bill would, frankly, be a unilater 
al giveaway of a significant amount of trade of benefit to countries 
with whom we would like very much to at least have an opportuni 
ty to get something in return.

When we considered this bill recently on the Senate side the du 
ration of the duty suspension was reduced to 1 year. I think even 
that is excessive. We have a duty suspension in place until Septem 
ber 1984 already. There would be sufficient time to consider fur 
ther duty suspension if there is not action on the GSP legislation 
before that tune and if there is not time for the administration to 
try to get something for this very significant trade concession.

So for all of those reasons the administration is opposed to a 
duty suspension on clock radios. It is just too big an item and it is 
with countries with whom we think we can get something for this 
in the nature of trade concessions.

Chairman GIBBONS. We do not expect to get anything from Hong 
Kong and Singapore, do we?

Mr. HATHAWAY. We certainly have a large number of concerns 
with them in the services sector and investment areas where we 
have a substantial interest on behalf of the United States compa 
nies who have problems establishing service industries in those 
countries.

That is, in part, the reason for the administration's proposal for 
GSP extension. We would not be considering just access for goods 
but market access problems in trade in goods and services, and in 
vestment problems as well. So we do have something that we could 
conceivably get for it, and it is just, in our view, too big a reduction 
on an item that has too much trade.

The existing duty suspension has almost another full year to run 
before it expires. This would add 4 years to the duty suspension. It 
is something that we would prefer not to see. We are in the business 
of trying to negotiate more open markets abroad. We would prefer to 
see the ability to use this size of bargaining chip and not just give 
it away.

Mr. SCHULZE. What has happened to the volume of imports 
during the suspension period? Have they increased or decreased or 
stayed about the same?

Mr. WEBB. Imports over the last 5 or 6 years have been irregular, 
Mr. Schulze. In 1978 they were roughly, by value, $120 million, and 
in the most recent year they were $115 million. Those are the peak 
figures. In 1979, the lowest figure I have is $89 million.

Mr. SCHULZE. Now when we made this move it seems to me that 
the plea was made that it was going to save the consumer money. 
Do we have any figures on whether the prices to the consumers 
have been reduced or increased or whether this actually did save 
the consumer money?
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Mr. MILLER. Mr. Schulze, we have no data on that subject. Possi 
bly that data could be supplied by the one company that has bene- 
*S"~J *  ̂ ~ ' eisir"'

Mr. SCHULZE. My understanding is there are no domestic manu 
facturers. Is that correct?

Mr. MILLER. That is correct.
Mr. SCHULZE. To the best of your knowledge, are there any do 

mestic producers discussing going into the business or thinking 
about going into the business?

Mr. MILLER. Well, Mr. Schulze, not that we are aware of, or cer 
tainly no one has contacted the Department on this legislation in 
that regard. 

' Mr. SCHULZE. Thank you.
Mr. FRENZEL. This is a $9.5 million bill, and that is why you sug 

gest that we can gain concessions in exchange for this sort of re 
duction?

Mr. HATHAWAY. The size of it has a substantial amount to do 
with the degree of our opposition. It is the amount of the trade in 
volved, the amount of duties collected, and the countries from 

...whom we import clock radios. Those countries are advanced devel 
oping countries and with Japan, we have a substantial interest in 
getting increased market opportunities in all those countries.

Mr. FRENZEL. Thank you.
Chairman GIBBONS. I think the gentleman from Minnesota stated 

it wrong. There are 9.4 million units.
Mr. FRENZEL. I am sorry.
ChairnutfLGiBBONS. And $109 million worth of imports.
Mr. FRENZEL. It says on page 4 of the bill analysis that the reve 

nue loss is estimated at $9.5 million, based upon 1981 stats. From 
what I understand, it is hard to distinguish between radios, clock 
radios, stereos with clocks on them, and other items that may have 
clocks on them or may not have, but it is a significant amount of 
money, Mr. Chairman.

Chairman GIBBONS. All right, fine. We will explain that to Mr. 
Vander Jagt. Go ahead.

Mr. MILLER. Thank you, Mr. Chairman.
The next bill that I have is H.R. 3740, and we have no objection.
Chairman GIBBONS. All right, fine.
Mr. MILLER. Continuing, then, to H.R. 3741, no objection.
Chairman GIBBONS. No objection?
Mr. MILLER. No objection. H.R. 3742, no objection.
Chairman GIBBONS. All right.
Mr. MILLER. H.R. 4035, no objection.
Chairman GIBBONS. All right.
Mr. MILLER. H.R. 4223, no objection.
Chairman GIBBONS. Jutit a second. Let me turn pages here. That 

was 4225?
Mr. MILLER. Mr. Chairman, H.R. 4223.
Chairman GIBBONS. All right. Fine. Thank you. Go right ahead.
Mr. MILLER. Thank you, Mr. Chairman. H.R. 4224, no objection.
Chairman GIBBONS. AH right.
Mr. MILLER. H.R. 4225, no objection.
Chairman GIBBONS. All right.
Mr. MILLER. H.R. 4329, no objection.
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Chairman GIBBONS. H.R. 4329? That is on the last page. All 
right, go ahead.

___^ff JMTTf T«"» mu—»i. —~..—Xflw^Qi. . : ————————————————————
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The next bill that I have is H.R. 2711.
Chairman GIBBONS. Let us locate that one. That is on page 4 of 

the index. Go right ahead.
Mr. MILLER. Thank you, Mr. Chairman. I am going to ask Mr. 

Hathaway of the Trade Representative's Office to address this bill. 
Chairman GIBBONS. All right.
Mr. HATHAWAY. Mr. Chairman, the bill to increase however 

slightly the duty on apple and pear juice is simply an attempt to 
circumvent the countervailing duty laws of the United States by 
creating a dutiable product out of one that is now duty free, and 
therefore slipping this particular article into having an injury test 
where no injury test is now required by U.S. law. 
.JK 11]8*01^' ^y  ^member, of the injury test is that before 
1975, before the Trade Act of 1974, duty-free items were not subject 
to countervailing duty actions in the United States. As a result of 
those articles, duty-free articles not being subject to countervailing 
duty actions, we had no grandfathering of the lack of an injury test 
under the GATT. When duty-free items were added to the counter 
vailing duty law in 1975, an injury test was required by section 303 
in the Trade Act of 1974 where it was required by the international 
obligations of the United States. In fact the GATT does require us 
to provide an injury test unless the protocol provisional application 
applied. It only applied to dutiable items. So duty-free items, at all 
tunes since they have been subject to the countervailing duty laws 
of the United States, have been subject to an injury test where it 
was so required by our international obligations.

What this particular bill does is attempt to change that. While 
the amount of duty is small, it would impair a bound concession. 
We would oppose it for that reason. We are also opposed to it as a 
matter of principle, because it attempts to do something to affect 
countervailing duty laws and our international obligations, manip 
ulating them in a way which we would be very much opposed if 
other countries attempted to manipulate their trade laws in a way 
to affect trade actions on a particular case.

So, our objection to this bill is based more on principle, on what 
we expect of our trading partners, rather than the actual amount 
of compensation which we might be required to pay. I might add 
that with this sort of bill and with others, increases in d:ity are 
complicated more because we do not have authority to negotiate 
compensatory concessions. I know that is something in legislation 
that this committee has favorably considered and which we strong 
ly support, but the absence of compensation authority does make 
this kind of provision even more objectionable.

Chairman GIBBONS. All right. Are there questions?
Mr. FRENZEL. How much are we talking about here? What is this 

one-tenth of 1 percent going to equal?
Mr. WEBB. $92,000 a year, Mr. Chairman.
Mr. FRENZEL. $92,000, and so the attempt here is to create sort of 

a technical tariff so that we can try to countervail.
Mr. HATHAWAY. Without an injury test. That is correct.
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Mr. FRENZEL. And every nation that imports to us or that ex 
ports to us from which we import now has an injury test.

Mr HATHAWAY, Every country with whom we have an, interna- 
tional obligation to provide them an injury test on duty tree mer 
chandise would have that, and in fact  

Mr. FRENZEL. Can you tell me about the present country from 
which we import?

Mr. HATHAWAY. The current country from which the mam con 
cern is  

Mr. FRENZEL. Well, we know which the countries are, but do they 
all have are they all signatories? .

Mr. HATHAWAY. We have an international obligation with the 
countries concerned.

Mr. FRENZEL. All of them?
Mr. HATHAWAY. Yes, sir.
Mr. FRENZEL. Every single one of them? >Mr. HATHAWAY. The major concern is with Argentina in this 

case. We do have an international obligation with Argentina.
Mr. FRENZEL. And they give us more than a third of our imports?
Chairman GIBBONS. Almost two-thirds.
Mr. WEBB. In 1982, 39 percent from Argentina.
Mr. FRENZEL. And so what we are doing is violating one of our 

agreements if we pass this bill, and we would then be obliged to 
give some sort of compensation, would we?

Mr. HATHAWAY. It is debatable. Given the fact that there is a 
possibility that we could be faced with this, I would not want to 
have to characterize how much compensation we would be liable 
to, but cetainly we could make  

Mr. FRENZEL. Certainly our partners would demand compensa 
tion. Is that fair to state?

Mr. HATHAWAY. That is fair to say, yes.
Mr. FRENZEL. Thank you, Mr. Chairman.
Chairman GIBBONS. Any other questions about apple and pear 

juice?
[No response.]
Chairman GIBBONS. Let us go on to the next bill.
Mr. MILLER. Thank you, Mr. Chairman. The next bill on my list 

is H.R. 4321, and with the committee's permission, I would like to 
pass over this and have the Department of Agriculture address it 
in a few\ minutes. That then brings us to three bills, H.R. 3158, 
H.R. 3159, and H.R. 3299, which I am going to ask Mr. Art Ret- 
tinger of the Customs Service to address.

Chairman GIBBONS. I hope you support those two. You requested 
me to introduce them. You have not changed your mind, have you?

Mr. RETTINGER. Not at all.
Chairman GIBBONS. OK.
Mr. RETTINGER. More so now than ever, as a practical matter, 

the administration supports H.R. 3158, which would implement the 
Customs Convention on Containers, 1972. The Customs Convention 
on Containers is a modern, improved version of the Customs Con 
vention on Containers of 1956, to which the United States has been 
a contracting party since 1969.

The Senate gave its advice and consent to the ratification of the 
1972 convention on September 15, 1976. However, before the



17

United States can deposit its instrument of ratification and partici 
pate in the administration of the convention, legislative action if. 
required to implement articles 10 and 11 of the convention. H.R. 
3158 would provide duty-free admission of repair parts, accessories, 
and equipment of temporarily admitted containers, thereby bring 
ing the U.S. Customs treatment into conformity with the Conven 
tion of Containers for 1972.

Chairman GIBBONS. Good. Are there questions about this bill?
Mr. FRENZEL. On 58, no.
Chairman GIBBONS. All right. Let's go to 3159.
Mr. RETTINGER. H.R. 3159 is an administration proposal. Formal 

comments were submitted to the committee on September 29, 1983. 
In the recent court case of United States v. Heraeus-Amersil, the 
Court of International Tiade and subsequently the Court of Cus 
toms and Patent Appeals determined that increased duties deter 
mined to be due on liquidation are in fact not due and payable by 
the importer until either the protest period has expired without a 
protest being filed or, where a protest was filed and denied, the 
time to appeal to the Court of International Trade has expired. 
Passage or the bill would return Customs transactions to the pre- 
Heraeus conditions whereby all bills for increased or additional 
duties which were determined to be due on a liquidation or reliqui- 
dation were in fact due and payable on that date. Liquidation is 
the final ascertainment and computation of the importer's duty li 
ability. While the importer, of course, has the right to protest the 
assessment of increased or additional duties, that right of protest 
does not in any way alter the basic nature of the liquidation as the 
final ascertainment of that duty.

The Heraeus decision has had a severe impact on the ability of 
Customs to collect duties owed the United States by increasing the 
number of protests Customs has received for the simple reason that 
when an importer protests a high assessment of duty on liquida 
tion, he can basically postpone payment for probably a minimum of 
1 year and perhaps up to 3 years with currently no interest accru 
ing on that amount.

in fact, protests to Customs have increased approximately 30 per 
cent in the last 2 years. The increase in the amount of protests has 
hampered Customs' ability to respond to them. The fact that we 
are navmg difficulty responding to protests will probably ultimate 
ly incr«&se the number of Customs decisions on denials of protests 
bsing contested in the Court of International Trade. As our re 
sources become pressed, a well-reasoned opinion may be more diffi 
cult to produce.

Finally, severely delaying Customs' authority to collect outstand 
ing duties ow»xi the Government is vastly increasing the amount of 
imputed interest that the Government loses. Between December 
1981, and September 1983, 'ess than 2 years, supplemental duty 
bills unpaid at the end of 30 days had risen by more than 300 per 
cent. Supplemental duty bills over 90 days old had risen more than 
370 percent. In fact, currently over 40 percent of the value of sup 
plemental duty bills issued during the past fiscal year remained 
unpaid at the end of over 90 days.

Without the passage of H.R. 3159, we can expect these trends to 
continue.
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Finally, while H.R. 3159 would bring importer back to the pre- 
Heraeus conditions regarding when increased or additional duties 
must be paid, it does grant a major benefit not available to import 
ers prior to that decision in the form of interest on amounts paid 
as increased or additional duties if in fact the importer ultimately 
sustains his position on protest or by appeal to the court.

I note that the bill in no way affects overpayments or underpay 
ments of estimated duties as these payments have traditionally 
been recognized as separate and distinct from liquidations for re 
funds or liquidations involving additional assessments. Customs 
neither pays interest on liquidations for refund nor requires inter 
est to be paid on underpayments of estimated duties which were 
accepted by a customs ohicer.

Chairman GIBBONS. Mr. Frenzel.
Mr. FRENZEL. I seem to have lost my place here. I think that the 

committee wants to be sure that you have appropriate weaponry to 
collect Customs amounts and to prevent your overdue receivables 
from getting out of hand as they seem to be doing. However, sec 
tion 1, subparagraph C, looks to me like you are trying to go back 
to your old business of having duties payable sooner than the 10 
days. Treasury and Customs have been trying on a regular basis to 
get that squeezed down to 3 days for cash management purposes, 
and we usually try to talk you out of that.

Now, in that particular section, it looks to me like you are going 
to be collecting interest back to day one, and I think our policy has 
always been day 10.

Mr. RETTINGER. No, this has no effect whatsoever on the deposit 
of estimated duties. This is solely after liquidation. The 10-day, 3- 
day routine that we have gone through periodically, and I will let 
it go at that, involves deposit of estimated duties at the time of 
entry or filing of the entry summary. After that, once those duties 
are accepted by Customs as a valid estimated duty, Customs ulti 
mately, and it may be days or months afterwards, will liquidate the 
entry and make a determination as to the final amount that the 
importer owes to the Customs Service or in fact sometimes a 
refund is issued. Only after liquidation would this bill take effect.

Mr. FRENZEL. I do understand that, but that liquidation is the 
first time you have put your foot down on how much is owed.

Mr. RETTINGER. Formally.
Mr. FRENZEL. But you are going to collect interest from the in 

stant that you make that determination if the bill is not paid 
within 25 days.

Mr. RETTINGER. Right. They will have 25 days to pay.
Mr. FRENZEL. Would it not be more in accordance with our prece 

dent if they paid interest after the 10 day of the formal liquida 
tion?

Mr. RETTINGER. In other words, if they did not pay within 25 
days, interest would only accrue after the 10 day?

Mr. FRENZEL. That is correct.
Mr. RETTINGER. To the best of my knowledge, this is  
Mr. FRENZEL. Well, as a matter of fact, in commercial terms, nor 

mally, if you do not pay the invoice terms, interest begins at the 
time you did not make the cut, and I assume if you have a 25-day 
pay period, in most instances you would start collecting interest
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from that date, but you are going all the way back to the date of 
liquidation.

Mr. RETTINGER. Well, in large part I guess it is equivalent to a 
credit card transaction, where you are given 25 freebies, and after 
that  

Mr. FRENZEL. But if it is a credit card transaction, and you have 
25 days to pay. Interest begins after the 25th day. And if you do 
not pay in 25 days, you are going back to day one. I would like to 
see you maybe go back to day 10, simply to conform with previous 
agreements, and wonder if the subcommittee made that determina 
tion, if it would be a matter of enormous disappointment to the 
Service.

Mr. RETTINGER. No. We are more interested in getting the bills 
paid. The interest, I think, is more a form of trying to help get 
them paid. If it is day 10,1 do not think it is going to make that 
significant a difference to the Government.

Mr. FRENZEL. It looks to me like the bill is necessary, and that is 
a minor point, and you and I and others can discuss it. Thank you.

Chairman GIBBONS. Any other questions?
[No response.]
Chairman GIBBONS. Go on. H.R. 3299.
Mr. RETTINGER. 3299. I have submitted to the staff a statement 

made by Stuart P. Seidel»_Assistant Chief Counsel of Customs, 
which was made before Mr. Hughes' subcommittee on June 23, 
1983. The administration supports the purposes and provisions of 
title 2 of H.R. 3299. That is not to say the administration does not 
support any of the provisions of 3299, but I believe only title 2 is 
currently being heard at this time.

We appreciate your past support. H.R. 7140, the bill- containing 
similar provisions to this title 2, passed this subcommittee and the 
House last session. We understand that during the past week Mr. 
Hughes' subcommittee has reported out a very slightly amended 
version of H.R. 3299, making minor amendments to the bill.

Title 2 of H.R. 3299 has three main purposes. The first would 
allow for increased administrative forfeiture of drug-related con 
veyances, particularly vessels and aircraft. Currently forfeiture by 
judicial decree requires up to 18 months of court proceedings. 
While the time for these judicial forfeitures is extensive, a very 
high percentage of the judicial proceedings for drug conveyances go 
uncontested. This portion of title 2 would allow for the administra 
tive forfeiture of the conveyances, but would also allow for the in 
nocent owner to post a relatively small bond in order to receive the 
full plenary review by judicial proceedings should he or she so 
desire.

This provision, as well as the second major portion of title 2, con 
cerning the establishment of a Customs forfeiture fund, was strong 
ly endorsed in a report of the General Accounting Office dated July 
15, 1983, which detailed the problems of Federal agencies in deal 
ing with long-term storage of seized conveyances and how this long- 
term storage adversely affects the cost to the Government of the 
law enforcement activities and the loss to the Government of the 
value of such conveyances when ultimately forfeited.

The second portion of title 2 concerns the establishment of a Cus 
toms forfeiture fund. This fund, which would be established by sec-
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tion 207 of the bill, would receive the proceeds of sale of all forfeit 
ed conveyances and property, and would be primarily available to 
pay for all fixed expenses associated with the seizure, detention, 
and sale of merchandise held for forfeiture under the laws enforced 
or administered by the Customs Service.

The fund would also pay for certain liens associated with the for 
feiture of property, and the version reported out of the Subcommit 
tee on Crime would also cover the purchase of certain equipment to 
be utilized for law enforcement purposes as recommended in that 
GAO report. The fund would correct an anomaly in the appropria 
tions process whereby the better job Customs does in enforcing the 
laws seizing drug conveyance property, caring for it, seizing drugs 
and other contraband, and caring for it the more the Customs ap 
propriations suffered and the less money was available for the 
actual Jaw enforcement work.

A third major portion of title 2 would allow, under certain cir 
cumstances for the transfer of forfeited property to appropriate 
state and local officials.

Finally, the bill would also grant to the Customs Service general 
arrest authority to make arrests for all Federal felonies. This 
would not extend any search or investigative authority of Customs 
officers, but would merely place their arrest authority on a par 
with other Federal officials such as those of the National Marine 
Fisheries Service, of NOAA, Alcohol, Tobacco, and Firearms, DBA, 
FBI, Coast Guard, and postal inspectors.

Chairman. GIBBONS. Are there questions about this bill? I notice 
that we are amending a law that goes back to 1844, in which the 
administrative forfeitures were limited to $100. I wonder, is this 
difference a measure of inflation, $100 to $100,000?

Mr. RETTINGER. Well, the $100,000 is not quite as important as 
the fact that the drug conveyances themselves can go the adminis 
trative forfeiture route. As a practical matter, I would say virtual 
ly I will not say all, but a high percentage go virtually uncontest- 
ed for the simple reason that to contest in court you have got to 
sav, yes, that was my boat that was being used to transport those 
5,000 pounds of marihuana, and not many people are willing to 
come in and say that as a practical matter.

At the same time, a lot of these have been damaged in the use as 
drug conveyances. Where they are held for 12 or 18 months, as 
pointed put in the GAO report, they tend to deteriorate significant 
ly, and in fact sometimes the cost of storage and maintenance of 
the vessels actually costs more than the Government actually re 
ceives on forfeiture and sale of the vessels.

Chairman. GIBBONS. How do our forfeiture and sales laws com 
pare with the forfeiture and sales laws of other countries? Have 
you looked at that?

Mr. RETTINGER. I have not personally. I believe there are people 
in my agency who have, and we can come back and address that if 
you would like.

Chairman. GIBBONS. Well, just one of the things that concerns 
me, I just had a matter in my own constituency about some ships 
that were under seizure by Brazil, and they were not involved in 
contraband unless shrimp are contraband in Brazil. Are we setting 
a precedent that we will automatically forfeit vessels that are
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picked up by other countries? I know we have had trouble with 
Peru in the past, and Ecuador, and Honduras, and all of those 
other countries seizing our vessels when they were allegedly fish 
ing in their waters.

Mr. RETTINGER. The bill provides for administrative, not auto 
matic, forfeiture. Most of the vessels that you would be talking 
about would be over the $100,000. The bill only covers drug-related 
vessels and conveyances for the over $100,000. A lot of these are 
the mother ships. In the past we have had situations where coun 
tries themselves, through their state departments, have expressed 
special interest in conveyances, and the Customs Service has been 
able to work through the State Department in appropriate circum 
stances to arrange either for transfer of the ships back to the coun 
try or an innocent owner, depending upon the circumstances.

Chairman. GIBBONS. Does this bill limit it strictly to drugs?
Mr. RETTINGER. For conveyances over $100,000, yes. Plus under 

$100,000 for drugs or nondrugs. Even now the amount is $10,000. 
Where there is a party contesting the forfeiture, first of all, they 
have a right to post a bond to obtain judicial forfeiture or to peti 
tion for mitigation.

Chairman. GIBBONS. I think I am not making myself clear. What 
I am worried about is that other nations around the world have a 
tendency to read back our laws to us and tell us, and, in this case 
tell us that we are forfeiting ships of this value or that value, why 
can't we? My question is this: Is the forfeiture of vessels limited 
strictly to drugs?

Mr. RETTINGER. The administrative forfeiture we are dealing 
with  

Chairman. GIBBONS. Yes, that is what I am talking about, the ad 
ministrative forfeiture.

Mr. RETTINGER. The bill does not extend forfeiture provisions of 
law in any way, shape, or form. What it changes is how the forfeit 
ures occur.

Chairman. GIBBONS. I understand.
Mr. RETTINGER. At the same time, they have a right to judicial 

forfeiture if they so request.
Chairman. GIBBONS. I understand all that.
Mr. RETTINGER. It should not affect our international relations in 

that regard. And maybe I am missing the point. If I am  
Mr. FRENZEL. Does it only apply to vessels or vehicles that have 

been hauling drugs?
Mr. RETTINGER. Yes, forfeiture could be done administratively for 

any vessel or vehicle.which has been hauling drugs.
Mr. FRENZEL. It does not apply to shrimp boats in any event, 

does it?
Mr. RETTINGER. Where the law, and the law would have to cur 

rently apply also, allows for any forfeiture, and I do not believe it 
does with regard to shrimp boats unless there are serious violations 
of our law currently, such as hauling drugs.

Chairman. GIBBONS. What I am worried about is that there is 
controversy over where people can fish around the world. Some 
countries nave been seizing our vessels not just recently but over 
the last 20 years. My concern is, What are we doing here or what 
are we being asked to do? Is this going to encourage other coun-
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tries to mirror our law? Have you taken a look at that? What I am

E to say is that I would assume our fishing vessels are just en- 
in fishing. They are not engaged in the hauling of narcotics. 
loes our law compare with other laws around the world? Are 

you familiar with that?
Mr. RETTINGER. Well, I do not believe we have looked at that spe 

cifically, but as a practical matter, even should other countries 
mirror these provisions, I do not believe that it would apply to fish 
ing violations, particularly where a vessel was over the $100,000 
range.

They would get full judicial forfeiture protection under the for 
eign country's laws.

Chairman GIBBONS. I am still getting back to two questions. Are 
we limiting our administrative forfeiture just to vessels that are 
engaged in the hauling of, or allegedly engaged in the.hauling of 
narcotics?

Mr. RETTINGER. Yes, if they are over $100,000. If there is any 
other if there is a vessel that violates Federal law to a degree that 
it would be subject to forfeiture, but it is over $100,000 and the vio 
lation is not drug related, then customs would proceed as they do 
today with full judicial forfeiture, whether or not it is contested.

Chairman GIBBONS. OK. I will take another look at this.
Does anybody else have any questions?
Mr. FRENZEL. Mr. Chairman, I am a little nervous about the bill, 

because it is really too important for this subcommittee. I note we 
create two trust funds, one the drug enforcement fund and one the 
customs forfeiture fund. Both of those from a cursory reading of 
the bill appear to be subject to appropriations for the use of the 
funds, and I wondered if the customs representative would affirm 
that.

Mr. RETTINGER. Yes, the fund is subject to appropriations, and all 
expenditures would be reported periodically to Congress.

Mr. FRENZEL. There is a problem or it might be a problem for 
this committee, in that the funds available do not cancel; is that 
correct, in both funds? And then can be expended years later if not 
used this year?

Mr. RETTINGER. Well, currently, if I have my figures correct, it 
costs the Customs Service somewhere in the range of $8 to $9 mil 
lion to care for seized property, both contraband and vessels, vehi 
cles and aircraft.

Mr. FRENZEL. And that is the cost of protection and storage and 
so forth?

Mr. RETTINGER. Yes, sir.
Mr. FRENZEL. OK. But I really think that the oversight of those 

particular funds ought to be the charge of the full committee and 
that somebody on the staff ought to look at those. I think this com 
mittee has been very interested in what you are trying to do in 
title n and very supportive.

However, the section 589, which is the enforcement authority, 
which has been the principal interest of Congressman Hughes, does 
excite some comment, particularly the idea that you need to make 
an arrest without a warrant for any offense against the United 
States, I think there is some question whether your agents who are 
skilled in customs matters should be allowed to issue a warrant for
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any offense. We are wondering, I am wondering, and others are 
wondering, why that is in fact necessary.

As part of that also, that subsection (4) about performing any 
other law enforcement duty that the Secretary of the Treasury 
may designate. He may designate you to protect the President or 
guard Fort Knox or to go out after cattle rustlers. Why does he 
need that very broad grant of authority and why does your service 
 need it?

Mr. RETTINGER. OK. First of all, at the present time customs offi 
cers' authority is primarily limited to narcotics and strictly cus 
toms offenses. At the present time customs officers do not even 
have the authority to arrest an individual for assault on a fellow 
customs officer at a lonely, deserted border crossing point or virtu 
ally anywhere else.

We cannot make an arrest for a theft from interstate shipment. 
That is, if a theft is occurring prior to the customs port of entry we 
can make an arrest. If we clear the shipment, then two blocks 
down we see it being hijacked, we have to worry about making an 
arrest or participating in any shape or form under 50 different 
State citizens arrest statutes for those States that have citizens 
arrest statutes.

Consequently, our officers are put in very awkward situations 
and situations that have not had to be addressed by other Federal 
agencies. All of our people are fully trained police officers, as that 
term is used. They are currently authorized to carry firearms 
under 26 U.S.C. 7607. That is not an extension of their authority.

But what it does is it puts in one place in the Tariff Act of 1930 
applying to customs basically the full authority which will be nec 
essary by customs officers to enforce both their duties and the 
duties that they may end up in by virtue of their positions.

The Secretary of the Treasury cannot authorize a customs officer 
to do something that the Secretary of the Treasury is not author 
ized to do. This would not extend or expand customs officer author 
ity in any way to investigate, search, seize, or anything else.

Mr. FRENZEL. Well, perhaps you may not think so, but it certain 
ly looks to me in a casual reading, that the authority is expanded 
enormously, particularly with respect to No. 4.

Why, if you have now been given a chance to make warrantless 
arrests against any offender, do you need to have a second broad 
grant of authority to do whatever else the Secretary of the Treas 
ury wants you to do? You have now been elevated above the status 
of the FBI.

Mr. RETTINGER. No, not at all. It is certainly not intended to be 
that way and I hope it does not end up, or at least appear to be 
that way.

In order to assist in the 1980 Mariel boatlift, many officers had 
to be designated as special deputy U.S. marshals. And at the same 
time, they had to be designated as special deputy U.S. marshals to 
participate as the security officers on aircraft in the midseventies, 
because if you recall customs officers were the air enforcement offi 
cers before the FAA took over the program.

These are the types of things that may require the designation 
by the Secretary of the Treasury, with the approval of the other
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agencies involved. In this case it would be the FBI or the Depart 
ment of Justice.

Mr. FRENZEL. Thank you.
Mr. Chairman, I think this is, of course, only peripherally under 

our jurisdiction, and I think we are better to discuss these things 
separately and with Congressman Hughes. But certainly, with the 
exception of those two funds, which somebody on the general com 
mittee staff ought to look at, I have no further questions.

I think we do need to update the act and bring the Customs Serv 
ice into this century.

Chairman GIBBONS. Any other questions about this point?
[No response.]
Chairman GIBBONS. Let me ask the witness a question before we 

leave. Yesterday I got a phone call I was not able to respond to be 
cause I did not get to it until too late last night from someone al 
leging that, while Congress was going to be in recess, someone was 
going to, in effect, combine Customs and Immigration and Natural 
ization Service and eliminate the Customs Service.

What do you know about this?
Mr. RETTINGER. Only rumor and innuendo. I know very little 

about that as a practical matter, and I think somebody in a much 
better position to talk to it than myself would need to be consulted.

Chairman GIBBONS. So you are neither admitting nor denying?
Mr. RETTINGER. Yes. [Laughter.]
Chairman GIBBONS. Would you take the word back to whoever 

that person is that we would like to have some chance to take a 
look at that before any kind of a coup is carried off in our absence? 
Most of us will not be off this globe. Many of us will be in Eastern 
Europe at that time. I realize that is not a place where the commu 
nications can be carried on very easily.

But, since we work so well together, I would appreciate you tell 
ing whoever that person is, that may be planning or may not be 
planning, that we would like to continue our relationship.

Mr. RETTINGER. Speaking personally, I thank you very much, sir.
Mr. FRENZEL. We are sometimes accused of being hard on the 

Customs Service, but we have great respect and affection for it and 
we want to help it, not abolish it.

Mr. RETTINGER. Thank you.
Chairman GIBBONS. Are there other bills that we have got here?
Are you in favor of H.R. 3299 or against it? How did you come 

down there?
Mr. RETTINGER. Very much in favor, sir.
Chairman GIBBONS. All right, fine.
What else have we got today?
Mr. MILLER. Mr. Chairman, the next bill on my list is H.R. 4232. 

No objection.
Chairman GIBBONS. That is on page 5, Mr. Brooks. Naphtha, OK.
Mr. MILLER. Mr. Chairman, the next bill that I have is H.R. 4296.
Chairman GIBBONS. Mr. MacKay's bill. That is regarding orange 

juice; is it not?
Mr. MILLER. Yes, Mr. Chairman.
Chairman GIBBONS. I assume you are supportive of that one, are 

you not?
Mr. MILLER. Mr. Hathaway is going to address this bill.
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Chairman GIBBONS. All right, Mr. Hathaway.
Mr. HATHAWAY. The administration does not support the enact 

ment of the orange juice concentrate reclassification bill. What 
that would do is impair tariff concessions which we have made and 
would set  

Chairman GIBBONS. Speak-clearly. People are listening now.
I am surprised. I understood you all were for this bill.
Mr. HATHAWAY. No; we do not support the legislation.
Chairman GIBBONS. Sir?
Mr. HATHAWAY. We do not support the legislation.
Chairman GIBBONS. Tell me why you do not support it.
Mr. HATHAWAY. The items that would be subject to a change in 

classification are the subject of bound tariff concessions which the 
United States has granted in previous negotiations. This would 
impair those concessions and it would subject us to claims of com 
pensation or, in the situation that we are in now, where we have 
no authority to negotiate compensation, to retaliation.

We have received a note from the Canadian Government on this, 
because Canada  

Chairman GIBBONS. Do they produce orange juice in Canada?
Mr. HATHAWAY. Canada is a substantial exporter of the reconsti 

tuted juice which is the subject of this legislation.
Chairman GIBBONS. They are selling water. They are not selling 

orange juice. They are selling water, are they not?
Mr. HATHAWAY. This is if I could go back to Customs' previous 

statement on what constitutes an article of commerce a compli 
cated question. What happens is that juice concentrates, when re 
constituted, creates a new product and it is a product that under 
U.S. law is a product of the country in which that substantial 
transformation occurs. It is those products, when imported into the 
United States, that are entitled to the duty which we have agreed 
to in previous negotiations.

So products that are imported from Canada, even though they 
are made from imports from other countries, from Brazilian orange 
juice concentrate, are entitled to the tariff concession rate which 
we have previously agreed to.

It is something, I might add, that the substantial transforma 
tion rule is a fairly uniform practice throughout the world with 
some variations. The rates of duty that apply to concessions for 
U.S. exports are similarly treated. If a product is m?d« in the 
United States from imports from several different countries and it 
is transformed into a U.S. article, it is entitled to the duty conces 
sion agreed to to be provided to the United States.

So we benefit from this kind of rule in the same way that in this 
particular instance we suffer a disadvantage because countries like 
Canada can take advantage of that, and in fact they do it. Our 
businessmen do it, too. Everybody does it.

The fact of the matter is that if we change the duty on it we will 
be impairing a concession and we will be subject to claims of com 
pensation or retaliation, and it is for that reason the administra 
tion cannot support the legislation.

Chairman GIBBONS. Have you not changed your position since 
the Senate?
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Mr. HATHAWAY. No. My statement in the Senate was exactly the 
same, and I will say it again very carefully and slowly. The admin 
istration does not support the legislation.

Chairman GIBBONS. In other words, you just think adding water 
to something is an important commercial step in the operation?

Mr. HATHAWAY. We make tariff concessions based on the exist 
ing U.S. law and rulings on what is an article of a particular coun 
try of origin, so that the U.S. customs law and Customs Court deci 
sions are in fact incorporated into our tariff concessions. And if an 
article through some process is substantially transformed into a 
new and different article of commerce, whatever the rulings are on 
that and these are longstanding rulings that have been made by 
the Customs Service and the Customs Court of International 
Trade then we are obliged to uphold that.

In many situations the transformations that are made appear to 
be minor and operate to the disadvantage of U.S. interests. There 
are many instances where they can operate to their advantage. 
There are many instances in U.S. exports where they operate to 
our advantage.

But we, like other countries, when we make a tariff concession 
do it on the basis of the law that applies, and that includes all the 
tariff schedules and the headnotes, and that is how we take our po 
sition now. It is on the basis of the concession that we have agreed 
to.

If another country tries to change a concession on a similar ra 
tionale, we would similarly demand compensation or be prepared 
to take retaliatory action.

Mr. PEASE. Would the chairman yield?
Chairman GIBBONS. Certainly.
Mr. PEASE. You stated a moment ago carefully that you do not 

support this legislation, right?
Mr. HATHAWAY. That is correct, Mr. Pease.
Mr. PEASE. Would it also be correct to say that you oppose the 

legislation?
Mr. HATHAWAY. It would be correct to .say that we do not support 

the legislation.
Mr. PEASE. They are drawing a fine distinction, Mr. Chairman.
Chairman GIBBONS. Yes, they are drawing a fine distinction. I 

am not going to push them any further.
Mr. PEASE. Would the gentleman continue to yield?
Chairman GIBBONS. Go right ahead.
Mr. PEASE. Speaking of fine distinctions, I recall that when we 

were discussing the Caribbean Basin initiative legislation one of 
the tests referred to substantial transformation, and I think it is 
really interesting that "substantial transformation" means adding 
water to a concentrate.

Mr. HATHAWAY. Mr. Pease, I think you would probably be even 
more surprised if you read under the probably 11 or 12 different 
statutes that the United States has come up with on rules of origin, 
to see how much apparent inconsistency there is. These are stat 
utes that have been around since the beginning of U.S. Customs ad 
ministration. They have many different purposes and they have 
many different results.
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It is very difficult to think that you can slice one vegetable and 
make it be a substantial transformation and perform a similar op 
eration on a different vegetable and get a different result. But 
these are longstanding rulings that are in part a product of our 
common law system, that we do not have a simple, clean rule. We 
have statutes with different interpretations and different meanings 
and purposes, and sometimes we are forced to live with the results 
of that legal system, and this is one of them.

I note that, when we were implementing the Government Pro 
curement Code, Chairman Gibbons was concerned about this dis 
parity in rules of origin, and we submitted a report on that. But it 
is a horribly complex topic. It is one in which, frankly, the United 
States has been on the receiving end of more complaints than we 
have been on the giving end of the complaints. And many countries 
do not view with favor the varying rulings, many of which operate 
to advantage of U.S. parties.

While there are some exceptions, it is a complicated topic and 
there are results that in this case, that appear to be minor, but 
frankly,' the only way that anybody can handle an area like this is, 
when you are making tariff concessions, is to incorporate whatever 
the existing rules are, and we live by them and seek to encourage 
their enforcement to the maximum extent that we can, and we 
apply that same standard to other countries.

If they are trying to manipulate rules of origin to discriminate 
against our, say, textile exports or something of that sort, we take 
probably an even stronger position against that kind of manipula 
tion. So this position is really one of principle and also of concern 
for impairing tariff concessions and subjecting other U.S. exporters 
to possible retaliation.

Mr. PEASE. If the chairman would yield for one observation.
Chairman GIBBONS. Yes.
Mr. PEASE. I guess what I hear you saying is that on balance the 

U.S. gains as much as it loses from this complex system,-and that 
to change it in the name of simplicity, which we all cherish, would 
require a long and difficult international negotiation. Is that a cor 
rect summary?

Mr. HATHAWAY. As a matter of fact, our assessment during the 
last major round of negotiations in the MTN was that this was a 
topic that was not beneficial to the United States to open up.

Mr. PEASE. Thank you, Mr. Chairman.
Chairman GIBBONS. All right. Does anybody else want to talk 

about adding Canadian water to orange juice  
Mr. FRENZEL. I do, Mr. Chairman.
Chairman GIBBONS [continuing]. And calling it a Canadian prod 

uct? That is interesting.
Mr. FRENZEL. As you describe the bill, it is simply a reclassifica- 

tion to avoid our obligations under international agreements.
Mr. HATHAWAY. That is correct.
Mr. FRENZEL. And by calling something by another name we are 

going to unleash the forces of compensation and retaliation, are 
we?

Mr. HATHAWAY. That is correct.
Mr. FRENZEL. Are we not subject to the sama kind of mirror laws 

being adopted in other countries?
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Mr. HATHAWAY. We are certainly subject to other countries, and 
other countries and governments are subject to the same kind of 
internal pressures that we are, and there are many instances 
where other countries have found that a change in a rule of origin 
would operate to the benefit of their industries and we have com 
plained about it.

Mr. FRENZEL. Supposing the Europeans were to reclassify the 
garbage that we ship them from the citrus business which they use 
in feed? That would be sort of the same thing, would it not?

Mr. HATHAWAY. It would.
Mr. FRENZEL. If they put it into a classification that costs more 

money?
Mr. HATHAWAY. That is correct.
Chairman GIBBONS. That is not garbage. That is feed for cattle.
Mr. FRENZEL. Excuse me.
Chairman GIBBONS. In fact, Mr. Frenzel, the protest that I re 

ceive all the time is that the Europeans buy so much of it because 
it is so good for their cattle that there is not enough left for the 
dcmestic cattle.

Mr. FRENZEL. Do you upgrade it by putting coffee grounds in it?
Chairman GIBBONS. No. This is a very fine product. Some time I 

will let you come down and sniff a little. Really, it is a very high 
protein feed supplement. The Europeans love it. They do not pro 
test it.

Mr. FRENZE*,. Except if the Europeans would find it to their ad 
vantage to get rid of some of their surpluses in other areas that 
also are a good cattle feed source, they could very readily, as they 
have suggested doing to other agricultural products, either put a 
tax on it or reclassify it.

Chairman GIBBONS. That would make the American farmer 
happy, because he constantly complains to me that he cannot get 
enough of it because the Europeans pay such a good price for it, 
everybody wants to export it.

Mr. FRENZEL. Mr. Chairman, this is a duty increase bill. Well, I 
am sure we will hear some testimony on it. I just wanted to be sure 
I understood the administration's objection.

Thank you.
Chairman GIBBONS. Good.
Do you have any other surprises for us?
Mr. MILLER. Mr. Chairman, the next bill on my list is H.R. 4339, 

and we have no position on this legislation at this time.
Chairman GIBBONS. That is the last one. ~ *
Mr. FRENZEL. Do you expect to have a position sometime?
Mr. MILLER. Yes, Mr. Frenzel. To develop a position on this bill 

will require some interagency coordination, and as soon as that is 
completed.

Mr. FRENZEL. Do you have an estimate of when we might hear?
Mr. MILLER. I am sure that it will not be this week.
Mr. FRENZEL. Is it a recent introduction? I am told that it is.
Mr. MILLER. Yes.
Mr. FRENZEL. Fine. You obviously do need some time on that.
Chairman GIBBONS. All right. Does that complete all the admin 

istration's testimony?
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Mr. MILLER. Mr. Chairman, we have two more bills. Then I 
would like to return to the three agricultural bills.

Chairman GIBBONS. Go right ahead.
Mr. MILLER. We have H.R. 3795, the Wine Equity Act, and Mr. 

Hathaway from the Trade Representative's Office will address 
that.

Chairman GIBBONS. All right.
Mr. HATHAWAY. Mr. Chairman, I have a statement that I would 

like to submit for the record.
Chairman GIBBONS. We will put the entire statement in the 

record.
[The prepared statement of Mr. Hathaway follows:]

STATEMENT OF C. MICHAEL HATHAWAY, DEPUTY GENERAL COUNSEL, OFFICE OF THE
U.S. TRADE REPRESENTATIVE

The Administration is concerned over impediments to foreign market access for 
U.S. wine exports. We have been aggressively attempting to dismantle foreign bar- 
riers to wine and other alcoholic beverage exports, pursuant to Section 854 of the 
Trade Act of 1979.

The Administration strongly opposes the passage of this bill. H.R. 3795 will not 
help to reduce foreign barriers to our wine exports. To the contrary, it will probably 
result in the creation of new impediments to U.S. wine imports and create addition 
al friction between the United States and its major trading partners.

The two most important current problems of the U.S. wine industry are not ad 
dressed by H.R. 3795, and are as follows: (1) The recent U.S. economic recession  
contrary to popular belief, poor economic conditions did not result in any meaning 
ful increase in per capita wine consumption. In fact, consumption actually declined 
somewhat from 1981 to 1982. (2) An increase in the value of the U.S. dollar since 
early 1981 vis-a-vis the currencies of the major wine producing nations. This has 
made wine imports cheaper and our wine exports more expensive. Consequently, 
U.S. wines are less competitive both at home and abroad. These problems are, of 
course, no different from those faced by many other industries.

We have been sensitive to the need to reduce foreign trade barriers to our wine, if 
we are to increase exports. During the past few years, the Administration has made 
a number of efforts to identify and reduce foreign barriers to U.S. alcoholic bever 
age exports, as is already required by Section 854 of the Trade Agreements Act of 
1979. In December 1981, the President submitted a comprehensive report to the 
Congress identifying foreign barriers to U.S. wine exports as well as foreign market 
potential for these exports. The report generally concluded that in many cases a re 
duction of foreign obstacles could lead to an increase in U.S. exports of alcoholic 
beverages. It also concluded that increased industry marketing efforts are necessary 
to increase foreign sales.

We have been been making vigorous efforts to increase foreign market access for 
our wine exports. However, we have been hampered by the lack of tariff negotiating 
authority. Nonetheless, we are pressing Japan to reduce its high tariff on U.S. wines 
(55 percent ad valorem) and to simplify its two-tiered internal wine tax system, as 
well as to provide concessions on other alcoholic beverages. Ambassadors Brock and 
Smith have personally raised this issue at the highest levels of the Japanese Gov 
ernment in the context of overall discussions to improve Japanese market access for 
U.S. products. A small step was taken in September, 1983, when Japan agreed to 
accept U.S. certificates of conformity to Japanese wine product standards.

The EC, however, represents perhaps our greatest foreign sales potential. In July 
1983, the Administration finalized an accord with the EC on re^v'itory barriers to 
wine trade. The accord substantially harmonizes the technical as^ts of U.S. and 
EC wine making practices, thereby ensuring U.S. wines access to the EC market. 
Prior to this accord, the EC provided a temporary derogation from its regulatory 
requirements for U.S. wines pending the outcome of bilateral discussions. During 
this time, several U.S. wine producers were successful in establishing a market for 
their products in EC countries, particularly the United Kingdom.

H.R. 3795 will not help us to make progress in reducing foreign barriers since the 
bill is not aimed at expanding U.S. wine exports, as it states, but rather is intended 
to restrict wine imports. From past consultations with the industry, we have deter 
mined that the best potential foreign markets for U.S. wines are Japan, Canada,
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and the non-wine producing countries of the EC. Retaliatory action under Section 
4(b) would have little or no impact on Japan and Canada since they export virtually 
no wine to the United States. Such action provides them no incentive to improve 
market access for U.S. wines. In the case of the EC, which accounts for about 85 
percent of U.S. wine imports, the bill sets conditions that would be politically diffi 
cult, if not impossible, for the EC to meet. The EC would be unlikely to respond 
favorably to a U.S. demand for unilateral EC trade concessions, which are called for 
by H.R. 3795, since we do not have authority to negotiate on tariffs. Consequently, 
we would be required by law to retaliate against the EC.

Increasing U.S. barriers to wine imports has a number of implications. First, as 
the results of past trade negotiations, the United States has agreed to maintain its 
current tariff levels for wine in return for reciprocal EC concessions of benefit to 
other products the U.S. exports. These commitments were made long before the U.S. 
wine industry had matured to its present stage. Incidentally, the first of our duty 
concessions on wine goes back to a 1936 agreement with France. If the United 
States were to unilaterally raise its duties for wine, the largest EC agricultural ex 
ports to the United States, the EC could invoke its GATT rights and retaliate 
against U.S. exports of other products, such as corn gluten and soybeans. Second, 
Section 4(b) of H.R. 3795 requires the President to impose different tariff and non- 
tariff barriers on wine imports from different sources, which is a violation of U.S. 
obligations under GATT Article I. Third, we are concerned that retaliatory action 
against the EC under H.R. 3795 could unravel our recently concluded regulatory 
accord, thereby closing the EC market to now established U.S. wine products. Forth, 
an increase in U.S. import barriers would result in higher prices for U.S. wine con 
sumers and would reduce consumer choice in the marketplace.

The Administration has consistently opposed legislation mandating bilateral or 
sectoral reciprocity such as that envisaged by this bill. If the principle of sectoral 
reciprocity were to become a guiding principle in international trade and trading 
nations aimed at balancing benefits on a sectoral basis, we believe the result would 
be to restrict trade, rather than expand it, particularly if importing countries adopt 
ed differential treatment depending on the source of imports.

The United States has traditionally followed a policy of overall reciprocity in ne 
gotiating reductions to barriers to international trade. It is for this reason that the 
Administration supports in principle H.R. 1571, the Reciprocal Trade and Invest 
ment Act of 1983, a general, rather than sectoral, reciprocity bill, which includes a 
provision granting the Executive Branch tariff negotiating authority. If H.R. 1571 is 
passed by the Congress, the Administration would intend to use a part of this au 
thority to try to liberalize foreign barriers to U.S. alcoholic beverage exports.

The overall reciprocity approach, which makes equity in our trade relationships a 
goal of U.S. policy, has been an essential feature of our participation in successive 
rounds of multilateral trade negotiations. Our aim has always been to secure fair 
and equitable market opportunities for U.S. exports. In an increasingly interdepend 
ent world, U.S. economic prosperity is dependent on an open and healthy trading 
system. Millions of American jobs are export-related. In 1980, U.S. exports of goods 
and services accounted for 12.9 percent of our gross national product, compared to 
6.6 percent in 1970. Between 1977 and 1980, 79 percent of all new manufacturing 
jobs were export-related. Two of every five acres of harvested U.S. cropland produce 
is for the export market.

The diversity in resources and production possibilities among nations encourages 
them to specialize. The result means that trade negotiations generally cross sectoral 
lines in order to bring about overall reciprocity, and to improve access for products 
in which we specialize, such as agricultural exports. Imposing barriers to another 
country's exports in related or unrelated sectors could lead to a major unravelling 
of trade concessions, damaging U.S. exporters' access to specific markets.

Chairman GIBBONS. Are you for or against Mr. Coelho's bill?
Mr. HATHAWAY. We are opposed to the bill.
Chairman GIBBONS. All of it?
Mr. HATHAWAY. All of it, and very strongly so. This particular 

bill is another example of what we have been referring to for the 
past year as a sectoral reciprocity bill. It is a bill to which a sensi 
ble answer is given in this committee by Mr. Frenzel, Mr. Jones, 
and others' bill on the Trade Reciprocity Act. That bill provides for 
across-the-board reciprocity and not a product-by-product or a
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sector-by-sector balancin , . td imposing of barriers in response to 
barriers in the seme product from the same country.

We have consistently opposed sectoral reciprocity bills because 
they just dp not maka sense as a way of operating a trade policy. 
Even in this bill on wine it does not make sense, and a couple of 
examples of that make this very, very clear.

We have a very significant amount of wine exports to Canada, 
insignificant imports from Canada. It is not going to give us one bit 
of leverage to impose a cit for tat on Canadian wine imports.

Or, for that matter, for another country with whom we are 
making a very strong effort to get a duty reduction and more 
market access for U.S. wine products, and that is Japan. We do not 
have something that we can gain, from imposing a sectoral retalia 
tion on Japanese tariff barriers to U.S. wine exports, because, 
frankly, wine is not what Japan is interested in exporting to the 
United States.

We cannot make a sensible effort to reduce barrier in other 
countries if we are required to treat them all on a product-by-prod 
uct or a gector-by*sector basis. If we also have a policy to achieve 
what appears to be the purpose of the bill and I should not say we 
object to the purpose of the bill which is to try to open up foreign 
markets for U.S. wine exports we cannot pursue sectoral reciproc 
ity.

The problem is that we gave tariff concessions on wine a long 
time ago wiien we were not really producing that much wine. 
Every country faces similar problems. You try to anticipate which 
things are going to be of benefit to you when you make a tariff re 
duction and which things you want when you seek a tariff reduc 
tion in other countries.

I suspect there are many in the European Community who would 
like to rethink what they did a round or two ago on soybeans. It 
turned out to be a good deal for the United States.

We try to get concessions in areas where we are going to be able 
to increase our exports. We try to give concessions in areas where 
we have httle or no domestic production. The situation for the wine 
industry in the United States is that it has a new interest in ex 
ports. The practical matter is their exports are still quite small, 
and it is going to take us some time and some negotiating author 
ity to continue to make inroads in other countries.

But we are making some progress. We are making some progress 
in Europe and Japan. We made some progress in Canada. But we 
cannot do it if we have legislation that says, if you do not get prod 
uct market access for a particular product in a certain amount of 
time you are required to impose equivalent barriers. That is some 
thing with which we just cannot run a trade policy. We cannot 
draw the line on wine exports and wine imports and say, we can 
accept a sectoral reciprocity bill for wine and not accept it for 
other commodities or other manufactured products.

What you would end up wHh is taking car finger out of the hole 
in the dam here and having a flood of sectoral reciprocity bills. We 
would in the end be req» .ire? co balance trade with each country on 
ep.ijh product. The Jong and shore of it is we would have less trade 
in the United States instead of more trade, at a time when, frank-
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ly, I think we cannot afford to be putting up barriers to U.S. ex 
ports.

In the last decade I will share this with you and then T will 
stop in the last decade the percent of our gross national pioduct 
that was accounted for by exports doubled. It is now around lo j/er- 
cent or above that. And in the last years of the seventies, from 
1977 to 1980, almost 80 percent of all new manufacturing jobs in 
the United States were related to exports.

We cannot expect that our trade is going to be able to be inward- 
looking, balanced on a sector-by-sector basis, imposing import bar 
riers and still continue to expand markets abroad.

We had, back during the MTN, and in the agricultural sector I 
remember in the testimony we referred to one out of every three 
acres of agricultural production in the United States went for ex 
ports. It is now two of every five, and it will probably continue to 
grow.

But we cannot go along setting up barriers on products which 
other countries export to us and not be able to make trade recipro 
cal, which is something this administration and probably every ad 
ministration is going to support, if we are doing it on a product-by 
product basis.

Mr. SCHULZE. M»* Chairman, may I just say as a matter of obser 
vation, I am impressed with the list of sponsors of this legislation, 
although I am not one of them. I think what you are seeing here is 
an emotional response to the feeling that we have eliminated many 
of our barriers and see an absolute lack of cooperation on the part 
of some of our trading partners, probably mainly France and Italy.

And this type of legislation is precursing an entirely new and 
dramatic round of protectionism. This is emotional legislation. It is 
saying, we have been dealt with relatively unfairly and we are 
going to equalize it; whether the administration is, whether the De 
partments are or not, Congress is going to deal with this.

And I think that you had better spread the word and tell them 
in France and Italy and other p'aces that if they do not shape up 
and open their markets a little bit more and reduce some of their 
tariff barriers that this kind of thing is going to go through.

I do not think many of the people that have cosponsored this feel 
that this is protectionist or detrimental at all. They feel that what 
they are seeking is equity and this is the way you get it. And I 
think you had better realize it and realize it soon. This kind of 
thing is going to happen and, if it does not, instead of dealing with 
it on a sector basis you are going to have the entire trade laws 
changed so that you have no choice on how to deal with it. We are 
going to be more protectionist.

Chairman GIBBONS. Are there other observations on the wine 
bill?

Mr. PEASE. Mr. Chairman.
Chairman GIBBONS. ves, r-ir.
Mr. PEASE. Mr. Ch«M^*M. Mr. Hathaway, I also am not a spon 

sor of this bill, although I appear to be in the distinct minority 
among Members of Congress in not being a sponsor. But I am in 
terested in asking a couple of questions.

In Ambassador Brock s letter to the chairman of this committee 
he states that the section 854 report to Congress sets out the prob-
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lem and actions to be taken by the administration. Since the one 
claimed result, the EEC technical agreement of July 1983, actually 
came about at the conclusion of talks begun in 1974, what actions 
are proposed by the administration to open access to foreign wine 
markets?

Mr. HATHAWAY. Just very recently, both Ambassador Brock and 
Ambassador Smith have made representations to the highest levels 
of the Japanese Government for reductions on the very high 
import duties for wine in Japan. That is a market of interest to us.

We have, by threatening retaliation, prevented discriminatory 
actions by provincial liquor boards in Canada, from imposing addi 
tional barriers to U.S. wine exports.

This is a topic and a subject which, frankly, there have not 
been and that is probably the reason, as Mr. Schulze said, the 
reason we are seeing the legislation there has not been as much 
progress as we would like to have seen.

But it is not something in which there is not an effort being 
made. We do not disagree with in fact, we appreciate the extra 
pressure that concerns and interest by the Congress have in being 
able to get the attention of other countries to be able to deal with 
this kind of a problem and with sectoral problems.

The only problem we have with the bill is, because of the diversi 
ty of international trade, it just does not make sense to be balanc 
ing product trade with each particular country. This would not be 
leverage for us with Canada. We would have to use other products 
of interest to Canada to be able to do something on access for wine. 
It is a very difficult balancing process to go through to figure out 
exactly what things you are willing to sacrifice or threaten or 
make concessions on in order to get increased market access 
abroad.

But we have legislatively most of wu *t is needed. The reciprocity 
bill that this committee has acted upon favorably would provide 
appropriate means to increase the reciprocity in our trade.

I guess a short answer to your question is there have been efforts 
made, there have been successes. There obviously have not been 
enough that those interested in exporting U.S. wine find them 
selves in the enviable position of not having any barriers in other 
countries.

Mr. PEASE. You mentioned this issue in terms of the Canadians. 
What about the Japanese? What have been your successes with the 
Japanese?

Mr. HATHAWAY. Frankly the only marked success or specific suc 
cess with Japan was an agreement on accepting U.S. certificates of 
conformity with Japanese wine product standards. And as you 
know, in Japan there are in many instances a confusing array of 
barriers to our exports. We are just chipping away at those.

They also have a very high tariff, but that is something that is a 
product of negotiations which the United States entered into with 
Japan and with other countries, and the relative level of tariffs is 
something that has been an agreed upon tradeoff in concessions. 
We received concessions in other areas when they were of more im 
portance to us than wine, because we were not exporting wine.

Mr. PEASE. Just for the record, can you tell us what the tariff is 
on wine going into Japan?
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Mr. HATHAWAY. 55 percent.
Mr. PEASE. And it is not a percentage that is per bottle or per 

gallon or whatever?
Chairman GIBBONS. What is our duty on saki?
Mr. HATHAWAY. It is 37 cents a gallon, Mr. Pease. It works out to 

be substantially less of a tariff barrier in the United States. In 
Japan it is relatively high.

Mr. PEASE. That would be what, in the neighborhood of 10 per 
cent? That 37 cents would work out to 10 percent?

Mr. WEBB. Mr. Pease, we show it ranges from a level of approxi 
mately 4 percent ad valorem to a high of 51 percent, but that is for 
various different categories of products that are subject to the bill.

I am not sure what the direct equivalent is, in your question, to 
the Japanese tariff. I could not answer that right now.

Mr. PEASE. The Japanese tariff is a uniform 55 percent across all 
categories of wine products?

Mr. HATHAWAY. I will have to provide that. I do not have^ well, 
actually I do have it, but it is in the report that we submitted. I 
will find it for you and supply it for the record.

[The material follows:]
COUNTRY: JAPAN. TYPE OF BEVERAGE: WINE

TARIFFS AND TAXES
Tariffs.—The tariff on table wine in containers exceeding 150 liters in £160 per 

liter ($2.91 per gallon). The tariff on table wine in containers not exceeding 150 
liters is $183 per liter ($5.22 gallon). The tariff on sparkling wine/champagne is 
£455 per liter ($8.27 per gallon).

Average ad valorem equivalent Japanese duty is 55%.
Taxes.—There is a liquor tax of 50 percent of the sum of the C.I.F. value plus duty 

when this sum is greater than $15.81 per gallon. If it is less than $15.81, the tax is 
£44.90 per liter ($.82 per gallon).

Exchange Rate.—$l equals 208 yen (January, 1981).

NONTARIFF MEASURES

a. Label Requirements: The following information is required to be shown on the 
label: kind or article of liquor, class or grade, alcohol strength, ,ontents of the 
bottle, whether it is sparkling, the ad valorem tax if applicable, the name and ad 
dress of the domestic manufacturer or importer, the address of the manufacturer's 
or importer's depot, and customs approval number.

b. Certification/Documentation: Customs requires a special technical analysis that 
includes the following information: alcoholic content; extract percentage; total SOz 
content and method of measurement; ascorbic acid content; and any other preserva 
tives used.

Mr. PEASE. Are the Japanese trying to protect their domestic 
wine industry?

Mr. HATHAWAY. Yes. They have a small but important group of   
producers. As with most other countries, it is sometimes the small 
est and those in need of the most protection that have a substantial 
voice in their system. They have managed, through a combination 
of a lack of interest on the part of others and an interest on their 
part in providing protection, not against the United States but 
against other wine exporters, that their duties have remained high.

And as I said, it has only been recently that U.S. wine exports 
have been of concern. And frankly, it takes time and it takes tariff 
negotiating authority. We do not have authority to make conces 
sions. In fact, we give away things on these duty suspension bills
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that we may well be able  annually $30, $40, $50 million a year in 
duty suspensions and temporary reductions or duty elimination 
bills which, if we had tariff negotiating authority, we might be 
able to get something for them.

Mr. PEASE. Well, of course this committee has tried to give you 
the section 124 negotiating authority back.

Well, I just want to express a little frustration. Every time we 
run into an industry, you tell us we should not try to solve the 
problem on a sectoral basis. And I can understand the rationale for 
that.

But on the other hand, we do not seem to be getting to first base 
with the Japanese in anything. And I think sooner or later the pa 
tience of Americans is going to run out.

Mr. HATHAWAY. I think we got past first base on automobiles.
Mr. PEASE. You mean we held them down to 1.8 million cars next 

year. That is terrific.
Chairman GIBBONS. Is there any other discussion on this matter?
Mr. FRENZEL. Mr. Chairman, I would like to ask the administra 

tion about the problem. What you object to is that it establishes a 
precedent of direct sectoral reciprocity, which is contrary to the 
country's trade policy, is that the problem?

Mr. HATHAWAY. Yes, contrary to our interests.
Mr. FRENZEL. But also to our policy?
Mr. HATHAWAY. That is correct.
Mr. FRENZEL. And that as soon as we impose this we get equally 

obnoxious impositions from our trading partners, which in the long 
rim is going to damage U.S. interests overall.

Mr. HATHAWAY. That is correct.
Mr. FRENZEL. It is true that your 124 authority, which was slight 

ly extended under the Trade Act of 1979, has now expired, is that 
correct?

Mr. HATHAWAY. That is correct.
Mr. FRENZEL. And despite the subcommittee's best efforts, many 

of the people who are sponsors of this bill have been able to keep 
us from extending that authority. That is too bad.

I further understand that in the reciprocity bill which this com 
mittee recently passed, in the committee report we asked that you 
use the authority provided in the bill that we passed to obtain re 
ductions, "reduction or elimination of foreign barriers to U.S. ex 
ports of wine and other alcoholic beverages", apparently as man 
dated under section 854(c) of the Trade Agreements Act of 1979.

What is 854(c)?
Mr. HATHAWAY. That was part of the package that was agreed to 

in the wine and alcoholic beverage area in the implementation of 
the MTN. Frankly, we had  

Mr. FRENZEL. Well, as I recall, in that one we had the problem 
with the United Kingdom.

Mr. HATHAWAY. Yes.
Mr. FRENZEL. And we agreed to accept or rather, Ambassador 

Strauss agreed to accept the EC proposal, and in response to that 
we granted the wine industry certain concessions in this country 
with respect to paying customs duties. Is that what happened?
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Mr. HATHAWAY. This particular provision was the method for as 
sessing excise taxes on distilled spirits and not with respect to 
wine.

Mr. FRENZEL. So the industry was given a break on all distilled 
spirits.

Mr. HATHAWAY. There was a change that operated to the  
Mr. FRENZEL. Correct, that they were able to pay their excise 

taxes at a later date, and therefore enjoyed the use of their money 
for a longer period.

Mr. HATHAWAY. And I might say as well that, in response to or 
as the quid pro quo for changing this method of assessment, we did 
receive concessions of a significant interest to U.S. exporters, par 
ticularly agricultural exporters to the European Community. It 
was part of the package, the MTN package of negotiations.

Mr. FRENZEL. Well, I am inclined to agree with you that if our 
trading partners were to accept a sectoral reciprocity philosophy 
that we would be in enormous trouble. I guess one of the things 
that I think is important around here is that we ought not to pass 
laws which, if passed in the countries with whom we do business, 
would hurt us. We ought not to pass them in this country, because 
we are going to create them just as sure as shooting.

But I must admit that there is an awesome array of talent listed 
in the sponsors of this bill, and certainly the proponents have done 
themselves proud in their political organization.

I would yield my time.
Chairman GIBBONS. There is probably no one at this table who is 

any more frustrated about the ability to get negotiating authority 
than I am. I have read all the think articles about sectoral reci 
procity and about general reciprocity and about negotiating. And 
frankly, there is an awful unclear answer out there.

I do not know whether your approach is any better than anybody 
else's approach in this area. At least that is my personal opinion. It 
is obvious that a great many Members of Congress want you to ap 
proach it on a broader front than we have been approaching it.

If we should pass this bill, would this prohibit you from going, 
and if we should pass the Jones, Frenzel, Gibbons, and everybody 
else's general reciprocity bill, would this prohibit you from going 
ahead on your favorite front, or would this bill enlarge your ability 
to go ahead and negotiate?

Mr. HATHAWAY. This bill would constrain us into imposing bar 
riers to match those that we found in other countries.

Chairman GIBBONS. Is there any way this bill could be redrafted 
so as to not tie your hands, but to give you additional tools with 
which to negotiate?

Mr. HATHAWAY. If it were redrafted with negotiating objectives, 
frankly, that were parallel to what you have in the general reci 
procity bill, without requiring sectoral reciprocity, but a negotiat 
ing mandate or more of an emphasis on this particular sector  
which I have to say the reason that I think that, it is obviously al 
ready in the report language for your other bill. We have a provi 
sion in section 854 of the Trade Agreements Act of 1979 that deals 
with this sector.

It could be made into something that was a general reciprocity 
bill that was consistent with what the administration could sup-
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port. But in effect, then, you would have Mr. Frenzel and Mr. Gib 
bons' bill.

Chairman GIBBONS. I understand that. Let me ask. Would you 
object to us giving you not only general reciprocity authority, but 
also give you an additional tool with which you could work which 
would allow you, after you had perhap used your general author 
ity, to come in and get these additional negotiating tools?

Mr. HATHAWAY. The President has the authority now, it has 
been given to him, the authority to respond to unfair practices. But 
the administration has consistently opposed anything that would 
move us in the direction of this product-by-product or sector-by- 
sector reciprocity.

Chairman GIBBONS. I know you have done that. You do not need 
to repeat it over and over again. Since you are repeating, I will 
repeat. I am not sure you are right. I am not sure that you do not 
need a more flexible approach to negotiating than you have taken.

It seems to me that your approach to negotiating and this is not 
just this administration, but other administrations is rather doc 
trinaire. You say, if we cannot get it all and dp everything we 
want, then we are not going to do anything. That is the impression 
I get. You have got a blind spot when it comes to any kind of sec 
toral approach.

Going all the way back into the early seventies, we have had a 
substantial number of people in Congress. I remember Mr. Karth 
and several others who were experienced and expert negotiators 
who said: We do need more tools. Some nuts and bolts cannot be 
cracked unless you put a little extra force on them.

You have always beem opposed to us giving you that authority. 
Am I wrong in my impression?

Mr. HATHAWAY. One impression that I think you have which is 
incorrect, and that is that there is an opposition to conducting sec 
toral negotiations. If there is general authority and if a particular 
problem can be solved with a country on a sectoral basis, neither 
this administration nor any other that I am aware of has ever been 
opposed to negotiating on that basis.

As a matter of fact, even broad negotiations are always conduct 
ed, when you break them down on a small sectoral basis.

Chairman GIBBONS. Yes, that is what I have noticed.
Mr. HATHAWAY. What we object to is provisions that, frankly, 

can be easily disguised into getting at a result which is just provid 
ing protection in the domestic market, without any real leverage 
for opening up foreign markets. But if we are not required to set 
up some criteria for a particular product either multilaterally or a 
particular product with a particular country, we may well end up 
in a situation where we could not get access to all countries for a 
product, like the U.S. wine, but we might be able to get access for 
wine in some countries, for soybeans in others, or we might be able 
to get access for specialty steel, or we might be able to get access 
for other products of interest in a particular country. We might 
find it in our best interest to get access for wine in exchange for 
access to clock radios.

We might be able to find those deals on a broader basis. If the 
sectoral arrangement is possible or a product arrangement is possi 
ble, those have been conducted and concluded.

30-600 0-85-4
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What you end up with from legislation that sets up a standard 
for a product-by-product thing is that they set up a standard that 
says, unless you get access for pur particular product in that par 
ticular country, then we are going to impose an equivalent import 
barrier, and so what you have is not an encouragement for opening 
markets and expanding trade. What you end up with is an encour 
agement for freezing the U.S. market for many imports in that par 
ticular sector, and that is what we are opposed to.

Chairman GIBBONS. Let us just take wine negotiations as an ex 
ample. If you negotiate on wine with Canada, obviously they do not 
grow a lot of grapes there. The climate is not very well suited, nor 
the soil, nor anything else. At least, I am not aware of significant 
grape imports from Canada.

But, if you negotiate with the French you have an entirely differ 
ent proposition. One, the Canadians do not export much wine to us; 
and two, the French export a lot of wine to us. So, you may want to 
use a different technique on each negotiation.

What I see you saying and perhaps I am wrong is say: We 
have a doctrinaire approach; unless we can do everything on a 
broad basis, we do not want to do anything. And the Congress 
keeps coming back to you and saying: Take this, take another tool 
to negotiate with. You may want to use a different negotiating 
technique against the French on wine than you do against the Ca 
nadians on wine.

Why do you all always object to that?
Mr. HATHAWAY. I do not think we do. In fact, that is in support 

of the reason for broader negotiating authority. We may have to 
use different bargaining chips and different approaches with differ 
ent countries, because our trade bilaterally or on a product-by-prod 
uct basis is just too diverse with other countries to be required to 
go around setting up the equivalent barriers.

It is a very slippery slope to start setting up trade barriers in re 
sponse to other people's barriers, when in fact our major negotiat 
ing efforts have been to try to get other countries to reduce their 
barriers. There conies a time v/hen you have to respond or you 
have to retaliate, but we do not want to be put in a position where 
we are set up in a situation with specific criteria and required to 
set up a lot of to start, in fact, a round of increasing trade bar 
riers.

Chairman GIBBONS. What I understand that you are saying to 
me, is that Mr. Coelho's bill can perhaps be modified to some 
extent that would be acceptable to you?

Mr. HATHAWAY. I believe it could be.
Chairman GIBBONS. Let us work on a solution to that problem. 

There are an awfu] lot of Members of Congress who want to see 
something done about this, and I would appreciate your putting 
your good mind to that find a solution.

Mr. HATHAWAY. I will.
And if I could add, Mr. Chairman, one thing: That this particular 

kind of problem is addressed in the reciprocity bill that this com 
mittee has worked on in terms of setting up an analysis of barriers 
to trade.

And the reason you see a lot of sectoral bills, frankly, and prod 
uct-by-product bills, what each of these individual industries wants
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is to have their product up at the top of the list when Ambassador 
Brock or the President or Members of Congress go around to other 
countries and they say: "Well, what kind of liberalization do you 
really want from us first? You are not going to get it all today. You 
are going to give us a little bit .and we will give you a little bit."

And what they want is to adjust the priorities. And what you 
have in Mr. Frenzel's reciprocity bill is a process for analyzing 
those barriers and consulting with the Congress and the private 
sector and trying to establish some trade priorities. And that is 
something that I think is a very useful provision in the reciprocity 
bill, and one which will help us get a better handle on whicn 
things are really of importance to us, so we make sure that we are 
putting at the top of the list those things that will be of most inter 
est and in the best interest of the United States.

That is what these bills I think attempt to address, too. And you 
cannot really object to it. It is in those industries' interest to do 
that, to promote their to try to put their priorities or their prod 
uct at the top of the list of priorities.

Mr. SCHULZE. Mr. Chairman, may I comment?
Chairman GIBBONS. Go ahead, Mr. Schulze.
Mr. SCHULZE. For a long time I have been agreeing very strongly 

with what you have been propounding. But what I see increasingly 
are tradeoffs between basic industries and the agricultural sector 
in trade negotiations in our country. And what I see happening is a 
tremendous confrontation coming between the industrial sector 
and the agricultural sector in our economy, and nobody is going to 
benefit from that.

Perhaps sectoral reciprocity is a way in which that can be avoid 
ed, because if we trade off large sales of soybeans or wheat and 
then we say we do not care where you get the currency to pay for 
it, so you dump steel in order to pay for the agricultural product, 
we are pitting our industrial portion of our society against the agri 
cultural society.

I see that happening more and more, and perhaps sectoral reci 
procity is a way we can avoid pitting them against one another. 
That is something that in negotiations you had better keep in 
mind, because we are ending up with some tradeoffs which are not 
bv. aficial. And perhaps if this brings about some sort of retaliation 
it would be against the agricultural sector and not against the in 
dustrial portion, and that might send a good message all the way 
around.

So I think I am increasing my support for this legislation as the 
dialog continues. And I thank you.

Chairman GIBBONS. Does anybody else want to talk about wine 
with the administration?

Mr. Pease, do you want to go back to another bill, the fluorspar 
bill?

Mr. PEASE. Mr. Chairman, I am sorry that I was late coming to 
the meeting. I would appreciate it if the administration would just 
summarize its testimony regarding H.R. 2947, the suspension of the 
fluorspar duties.

Mr. MILLER. Mr. Pease, the position of the administration on that 
legislation was that we would oppose the bill as written, but we 
would have no objection to a duty suspension on metallurgical-
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grade fluorspar which is needed by our steel industry. We were ob 
jecting to the part of the current proposal which would suspend the 
duty on the acid grade of fluorspar.

Mr. PEASE. OK. Thank you very much. I appreciate that.
Chairman GIBBONS. All right. Are there any other questions of 

the administration? Are we through with you yet?
Mr. MILLER. Not quite, sir. We have H.R. 4316 by Mr. Frenzel, 

and we have no objection.
Mr. FRENZEL. I cannot believe it. What was that number? 

[Laughter.]
Chairman GIBBONS. H.R. 4316, on page 5.
Mr. FRENZEL. Perhaps I had better read it.
Chairman GIBBONS. All right. Now back to the three agricultural 

bills.
Mr. MILLER. Right. We have three agricultural bills, H.R. 

3727  
Chairman GIBBONS. That is the sugar bill?
Mr. MILLER, [continuing]. H.R. 4255, and H.R. 4321. And we have 

Mr. Missiaen from the Department of Agriculture here to address 
these bills.

Chairman GIBBONS. Good.
Mr. MISSIAEN. The administration is opposed to enactment of  
Chairman GIBBONS. You are going to have to get up to the mike.
Mr. MISSIAEN. The administration is opposed to the enactment of 

H.R. 4255. This bill provides for a lowering of the import duty on 
fresh asparagus entering the United States.

Chairman GIBBONS. Oh, we are on asparagus first?
Mr. MISSIAEN. Right.
Chairman GIBBONS. OK.
Mr. MISSIAEN. This bill provides for a lowering of the import 

duty on fresh asparagus entering the United States between Sep 
tember 15 and November 15 of any year from 25 to 5 percent ad 
valorem.

Chairman GIBBONS. Mr. Frenzel, this is your bill and they are op 
posed to it.

Mr. FRENZEL. I understand that, Mr. Chairman. I cannot under 
stand why the rogues would do so. [Laughter.]

Mr. MISSIAEN. If the asparagus arrives by air, the duty goes 
down.

The current tariff on fresh asparagus does not appear to be a 
hindrance to trade. The U.S. imports of fresh asparagus have in 
creased every year since 1979. Imports in January to September 
1983, the first 9 months of this year, surpassed imports for the 
entire year of 1982 and were 90 percent more than the imports for 
all of the year 1981. Most of these imports come from Mexico, but 
imports from other countries which mostly arrive by air have also 
increased. They are small, but have increased at a more rapid rate 
than other imports.

Most U.S. asparagus is not marketed during this period of the 
year, September 15 to November 15, although an increasing 
amount is being planted for harvest at this time. The lower duty 
imports would compete with these early season marketings from 
the United States and they would also compete with U.S.-processed
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asparagus, which has most of the market for asparagus during this 
period of time.

Chairman GIBBONS. Let me ask you a question. Is Mr. Frenzel's 
bill directed toward that delicious white asparagus that you can 
only get in Europe, or is he trying to import that old green stuff?

Mr. MISSIAEN. My understanding is that it is the old green stuff, 
and it comes mostly from Chile, but some from New Zealand and 
South Africa.

Mr. FRENZEL. Just because I called that orange stuff garbage? 
[Laughter.]

Chairman GIBBONS. Well, I was going to say, Bill, if you try to 
get that delicious white asparagus in here I think I would fall over 
to help you with this one.

Mr. FRENZEL. Well, that will be my next bill. [Laughter.]
Mr. Chairman, last year we passed a bill for Mr. de la Garza af 

fecting cantaloupes, which was based on the same principle. That 
is, that at a time when cantaloupes were not harvested in the 
United States it would be provided that there would be a lowered 
rate of duty. At that time the administration objected to Mr. de la 
Garza's bill and we passed it anyway.

May I ask the Department of Agriculture if this bill is any differ 
ent in principle from that one?

Mr. MISSIAEN. It is different, yes, Mr. Frenzel. There is no proc 
essed cantaloupe to compete with the fresh cantaloupe coming in. 
And also, there is no U.S. production at that time, whereas U.S. 
production of asparagus in the fall is beginning to increase, al 
though still a very small amount of the total market.

One of the reasons why we have increased production or at 
tempted to produce more asparagus in the fall is because in the 
main harvest period in the United States in the spring we face 
very heavy imports from Mexico.

Mr. FRENZEL. I understand that. This, however, applies to a 
period when you admit our production is very low. It also applies 
to that which enters the country through the air, which makes it, 
of course, rather expensive and probably makes the cost of it not 
competitive or less competitive with U.S. production.

But still, you do not think the American consumer should have 
the opportunity to enjoy this fresh asparagus, albeit green rather 
than white, during these several months of the year?

Mr. MISSIAEN. Our point is that, even though the costs of bring 
ing asparagus in by air are very high and that the tariff is relative 
ly high, 25 percent, this asparagus is still competitive because one 
of the main cost components in producing asparagus is labor. It is a 
very labor intensive crop, and there is a huge difference between 
the price paid for labor by our growers and those in South Amer 
ica.

Mr. FRENZEL. Well, I thank you.
Mr. THOMAS. Will the gentleman yield?
Mr. FRENZEL. I do yield.
Mr. THOMAS. I think we have an excellent .example here of why 

we have 341 cosponsors of the Wine Equity Act. We have a situa 
tion where you grow fresh asparagus; the United States is so le 
nient that the market for fresh asparagus is being challenged by



42

outside sources. The industry, while, true, does not grow a lot of 
fall asparagus now, is attempting to react to the marketplace.

Mr. Hathaway stated earlier that at the time they negotiated 
away the wine rights there was not much export of wine. So now 
we nave a situation, and I think asparagus is an excellent example, 
where the market is trying to respond to the fall desire for fresh 
asparagus. But since the gentleman from Minnesota said it is clear 
that the producers are not producing very much right now, so let 
us go ahead and open up the fall market.

And now 5 years from now Mr. Hathaway is going to say: Well, 
we negotiated away the fall rights in terms of asparagus, which of 
course we cannot deal with that, and we have got to keep low trade 
barriers, and so the spring asparagus is attackedr and so now the 
fresh market is not available any more because of the foreign im 
ports, our canned asparagus are not going to compete with fresh 
asparagus, and golly, there is nothing we can do about it. But do 
not tell us to affect directly that product. Instead, leave to us the 
ability to negotiate so we can continue to put ourselves in the hole 
and the producer cannot respond to a changing marketplace.

It is true, there is not very much fall asparagus being produced 
now, but given the situation, with the challenge in the spring as 
paragus market, we are going to try to produce fall asparagus. But 
if you trade away that right now, we are not going to be able to 
produce fall asparagus, just like we cannot sell American wines in 
foreign markets because of a failure to understand what tomorrow 
is going to look like.

I thank the gentleman for yielding.
Mr. FRENZEL. I thank the gentleman for his comment.
I have no further questions of the Department.
Chairman GIBBONS. You are opposed to Mr. Frenzel's asparagus 

bill, is that right?
Mr. MISSIAEN. That is right, we are opposed to it.
Chairman GIBBONS. OK. What else have you got? Carob flour and 

sugar?
Mr. MISSIAEN. The next bill is H.R. 4321. That is to reinstate the 

duty on carob flour. We have no objection to that bill.
Chairman GIBBONS. No objection. That is 4321.
Mr. FRENZEL. What bill was that?
Chairman GIBBONS. H.R. 4321.
Mr. FRENZEL. Mr. Chairman, I have a question.
A couple of years ago we passed a carob bill, which this particu 

lar bill repeals. At that time, as I recall the Department had no 
objection to the bill that was passed. Why now do you have no ob 
jection to the bill which repeals it?

Mr. MISSIAEN. In the meantime, we have discovered a domestic 
producer of carob flour. This bill, the repeal of the tariff, has 
caused an increase in imports and has hurt the domestic producer's 
ability to compete.

Mr. FRENZEL. Well, the committee report at the time we passed 
the last bill indicated that the committee was aware of two domes 
tic producers. You were not?

Mr. MISSIAEN. I do not know, sir.
Mr. FRENZEL. I would simply like to suggest that it seems to me 

there is not any difference. There were two producers known to us
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at that time and it was known what they could do. It says "two 
firms which are producing powder, but apparently import a portion 
of their requirements."

And what we are talking about here, I think, is an operation con 
verting the raw material into powder or flour, are we not?

Mr. MISSIAEN. Our understanding at the time the last bill was 
passed was that there were no domestic producers of carob flour.

Mr. FRENZEL. Did you not read our committee report? Why were 
you denied the information that apparently we had?

Mr, MISSIAEN. Well, apparently we did not read it.
Mr. FRENZEL. Thank you, Mr. Chairman.

' "Chairman GIBBONS. What kind of problem are we going to get in 
with our trading partners now for reversing our field?

Mr. MISSIAEN. All we are doing on this item, which is not bound, 
is reinstating the duty that we unilaterally. withdrew.

Chairman GIBBONS. We will not have any trouble with Italy, Por 
tugal, Greece, Spain, and Cyprus?

Mr. MISSIAEN. This was a unilateral action. We did not negotiate 
this reduction in duties.

Chairman GIBBONS. OK. Let us move into sugar. You can be brief 
because I do not think we are going to be able to get to that one 
today. H.R. 3727.

Mr. NUTTALL. Thank you, Mr. Chairman.
The administration opposes H.R. 3727, a bill to eliminate the 

import quotas on sugar. Section 1 of H.R. 3727 would prohibit the 
President or any other member of the executive branch from im 
posing an import quota on sugar. It would also repeal any quota in 
effect on the effective date of the bill. Section 2 of the bill would 
permit the duty to be raised or lowered. Such an action would give 
consideration in the U.S. sugar market to domestic producers and 
materially affect contracting parties to the GAIT.

There are several provisions of existing law which would be ren 
dered ineffective by enactment of this bill. Headnote 2, subpart 
l(Xa), schedule 1 of the Tariff Schedules of the United States, which 
in one form or another has been part of our GATT concessions 
since 1951, provided for the use of an import quota on sugar on the 
basis of a U.S. duty on sugar. There have been headnpte quotas in 
effect since the Sugar Act of 1948, as amended, expired in 1974. 
This authority is currently being implemented through Presiden 
tial Proclamation 4941.

Under the International Sugar Agreement, 1977, Implementation 
Act, the United States is required, in order to carry out its obliga 
tion under the International Sugar Agreement, to limit its imports 
from countries which are not members of the International Sugar 
Organization. This authority has been delegated to the Office of the 
U.S. Trade Representative.

Section 22 of the Agricultural Adjustment Act of 1933, as amend 
ed, requires the President to impose either an import fee or an 
import quota whenever imports are or are practically certain to 
render or tend to render ineffective or materially interfere with a 
price support program conducted by the Department of Agricul 
ture. This authority is currently being implemented through Presi 
dential Proclamation 4040.



44

Titles II and III of the Trade Act of 1974, as amended, would also 
be rendered ineffective with respect to sugar. Titles II and HI of 
Ihe Trade Act of 1974 permit the use of quotas under certain cir 
cumstances, such as for import relief or to combat unfair foreign 
trading practices.

The immediate effect of the elimination of the import quota on 
sugar would be to expose the Commodity Credit Corporation of the 
Department of Agriculture in fiscal year 1984 to acquisition of up 
to 5.7 million tons of sugar, valued at about $2 billion. Since the 
price support program established in the Agriculture and Food Act 
of 1981 runs through the 1985 crop, which ends September 30,1986, 
there could be continued Government purchases of sugar until that 
date.

Thank you, Mr. Chairman.
Chairman GIBBONS. Thank you.
Are there any questions of the administration about sugar?
Mr. FRENZEL. Yes. If you did not have the quota, what would 

happen to you? Would you have to buy up sugar by the ton?
Mr. NUTTALL. Exactly, Mr. Frenzel.
Mr. FRENZEL. Do you have any idea what it would cost you to 

buy the sugar?
Mr. NUTTALL. There are about 5.7 million tons produced under 

the domestic program. Currently, world prices are about half of 
what we are supporting domestically or half of what the domestic 
price is, and so we would be forced to acquire all of it.

Mr. FRENZEL. You would have to buy all the domestic produc 
tion?

Mr. NUTTALL. That would be forfeited.
Mr. FRENZEL. Pardon me?
Mr. NUTTALL. There would be an incentive for the producers to 

forfeit on loans that we provided, and that could amount to about 
$2 billion, excluding interest and other charges.

Mr. FRENZEL. Well, if we pass this bill our net cost within a year 
when it was fully phased in would be in the neighborhood of $2 bil 
lion plus interest and carrying charges?

Mr. NUTTALL. I would guess that, because, first of ail, the loans 
do not run the entire fiscal year. They are 6-month loans, so they 
would have matured at that time and people would be given an in 
centive to forfeit. They would have an incentive whenever the price 
domestically went below what we are offering them under loan, 
and that could easily happen under today's market circumstances.

Mr. FRENZEL. Thank you. It would be a little hard to get this 
passed the Budget Committee, I guess, despite our enthusiasm for 
getting rid of quotas.

Chairman GIBBONS. The problem, though, is not so much this 
bill. The problem is our own domestic agricultural program that 
supports sugar at such an exorbitant price, is that not it?

Mr. NUTTALL. It is not exorbitant, to the extent that we have not 
encouraged overproduction. And I think that is important to bear 
in mind.

Mr. FRENZEL. Wait a minute, though. I have been given a piece 
of paper here that says the world price is about 8.4 cents a pound 
and the domestic price is supported at almost 22 cents a pound.

Chairman GIBBONS. That is right.



45

Mr. NUTTALL. That is correct, Mr. Frenzel and Mr. Chairman.
Mr. FRENZEL. That is not exorbitant?
Mr. NUTTALL. There are a number of factors in the international 

sugar trade which make the prices that are on those markets not 
exactly reflective of true market prices. For example, refined sugar 
will run about 1 or 2 cents above raw sugar prices, and that in fact 
does not refect true refining costs. There are subsidies and so on 
practiced in international markets which make those prices not 
truly reflective of market prices.

Chairman GIBBONS. Are you all doing anything to negotiate with 
these other countries about their sugar subsidies?

Mr. NUTTALL. No. Right now there are negotiations under the 
International Sugar agreement over in London, but that is not 
dealing per se with subsidies.

Chairman GIBBONS. Do you not think it is about time that you 
started negotiating with the European Community on sugar subsi 
dies?

Mr. NUTTALL. A good forum for that would be to get them into 
the International Sugar Organization. To date they have not joined 
the International Sugar Agreement, and that is one of the reasons 
that the agreement has failed to operate effectively.

Mr. FRENZEL. Mr. Chairman.
Through enforcing -he quotas to keep the U.S. price high, are 

you not keeping it a lot higher than is required under the statute? 
As I recall, it is about 19 cents, is it not? By enforcing quotas you 
have got it up to 22 cents.

Mr. NUTTALL. Right now the domestic prices are running about a 
half a cent to three-quarters of a cent above the market stabiliza 
tion price. The market stabilization price is determined by adding 
on certain charges, like transportation charges and so on, to the 
loan rate specified in the 1981 farm bill, and this eventually gets us 
up to 21.1 cents a pound right now as the market stabilization 
price.

We have been basically running about flat with that price.
Mr. FRENZEL. 1 see. So we take the price that is in the law and 

we have some add-ons for transportation, et cetera?
Mr. NUTTALL. That is correct.
Mr. FRENZEL. Thank you.
Chairman GIBBONS. What is the pleasure of the committee as far 

as continuing on? We have a vote, right now.
You are through now.
Mr. MILLER. Thank you, Mr. Chairman.
Chairman GIBBONS. We will see you soon.
Mr. FRENZEL. Mr. Chairman, we have a conference at 1 o'clock.
Chairman GIBBONS. Let me say to those in the audience, obvious 

ly we have got a lot of witnesses to hear today and we will try to 
hear as many of them as possible. I regret that some of you will 
probably not be heard today. We are trying to straighten out our 
schedules for the rest of the day.

We are going to take a 30-minute break now, during which we 
will go over and vote and grab a sandwich. When we come back, we 
will take up the panels that we have here. We will take up Mr. 
Coelho's bill first. We have Messrs. Coelho, Matsui, Thomas, Conte, 
and Horton, and then we have testimony scheduled from the Wine
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Institute, grape growers and vintners and the farmers. Then we 
have testimony scheduled from the beverage importers. Then we 
will proceed on down the press release and try to get to the ladies 
and gentlemen as rapidly as possible.

We are going to be interrupted all day today. The ladies' bill is 
on the agenda over in the House and we are going to have to vote 
on that. I will do the best I can to get to you as rapidly as possible. 
I am sorry the discussion has taken so long.

We will be back at 12:30.
[Whereupon, at 12:05 p.m., the subcommittee recessed, to recon 

vene at 12:30 p.m.]

AFTERNOON SESSION

Chairman GIBBONS. All right. We are here to take up Mr. Coel- 
ho's bill, H.R. 3795, and the committee is ready to listen to you. 

Mr. Coelho.

STATEMENT OF HON. TONY COELHO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. COELHO. Thank you, Mr. Chairman. I appreciate the opportu 
nity to testify. I particularly want to thank my colleagues from 
California, Mr. Thomas and Mr. Matsui, for their help on the bill, 
and also our colleagues, Mr. Conte and Mr. Horton and Mr. 
Rangel, who were supposed to be here this morning. I do not know 
if they will be joining us later.

I want to stress, Mr. Chairman, that this is not a California bill. 
Most people when they think of wines think of California wines, 
unless you happen to be from one of the other States and are in 
volved with the wineries in these other States. But we have some 
great American wines in a lot of other States, and so this is an 
issue dealing with American wines as opposed to any particular 
State.

I would like to just refer to a couple of paragraphs in my state 
ment, Mr. Chairman, and then have the statement inserted in the 
record.

Chairman GIBBONS. Your entire statement will be included in 
the record.

Mr. COELHO. Perhaps the best explanation and justification for 
this legislation is to review the progression of the U.S. wine indus 
try. Throughout the late 1950's and the early 1960's, quality table 
wines consumed by the average American were often imported 
wines; in fact, in 1959 wine imports accounted for approximately 60 
percent of all the wine consumed in the United States.

At this time domestic wine producers were also facing an addi 
tional problem, and that was one of an identity crisis. U.S.-pro- 
duced wines were considered by many consumers to be within the 
lower spectrum of quality.

However, over the past 15 to 20 years the wine industry in the 
United States has changed dramatically. The world wine connois 
seur, as well as the typical wine drinker, has seen the quality of 
the domestic-produced wines significantly improved, and in fact, 
California wines, of which I am particularly fond, have won out 
standing awards in wine competitions throughout the world. World
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experts agree that wines produced in the United States are equal 
in quality to wines produced anywhere else in the world.

The U.S. wine producer is not requesting any subsidy or Govern 
ment-assisted program. They are requesting equity, fairness, and 
harmony in the wine market.

The domestic wine producer has proved that he can produce 
some of the finest wines in the world. This quality, combined with 
an increased consumer demand, should reflect an industry that is 
growing and increasing its sales.

Unfortunately, the wine producer in the United States has only 
seen formidable obstacles drawn against him while he is willing to 
share his own market with other producers.

I strongly urge favorable consideration by the committee and 
would stress, Mr. Chairman, that all we are asking with this legis 
lation is for fair trade.

I think that if you look at the wine industry, we have people that 
are aggressive in the marketing of their product. It is just that 
many nations on this Earth, they do not give us the opportunity to 
market that product, while we in turn give them total access to our 
markets. And all we are talking about is a bill that deals with fair 
ness.

Thank you, Mr. Chairman.
[The prepared statement follows:]

STATEMENT OF HON. TONY COKLHO, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
-i OF CALIFORNIA

I would like to sincerely thank the House Ways and Means Subcommittee on 
Trade for holding hearings on this important legislation. As you may know 345 of 
my House colleagues have joined in cosponsoring H.R. 3795, the Wine Equity Act of 
1983.

Perhaps, the best explanation and justification for the need of this legislation is. to 
review the progression of the United States wine industry. Throughout the late 
1950's and early 1960's, quality table wines consumed by the average American 
were often imported wines. In fact in 1959, wine imports accounted for approximate 
ly 6% of all of the wine consumed in the United States. At this time, the domestic 
wine producers were also facing an additional problem of an "identity crisis" U.S. 
produced wines were considered by many consumers to be within the lower spec 
trum of quality.

However, over the past 15 to 20 years the wine industry in the United States has 
changed dramatically. The world wine connoisseur as well as the typical wine drink 
er has seen the quality of the domestically produced wines significantly improve. In 
fact California wines, of which I am particularly fond, have won outstanding awards 
in wine competitions throughout the world. World experts agree that wines pro 
duced in the U.S. are equal in quality to wines produced elsewhere.

When you coubine a growth in quality with an increased demand from consum 
ers in domestic as well as foreign markets, the result should be one which reflects a 
positive image to the American wine industry. Unfortunately, U.S. producers have 
been unable to trade on a fair and equal basis in many substantial markets because 
of institutional trade barriers. High tariff and non-tarriff trade barriers have re 
stricted the ability of the U.S. wine producer to compete fairly in foreign markets. 
This has created a substantial imbalance in trade an imbalance which did not 
result from poor marketing, or poor quality, or lack of demand, but instead is the 
result of U.S. producers not receiving equity in the world wine trade.

As you can see, the quality of U.S. wines has improved, a substantial growth in 
domestically produced volume has occurred, and foreign and domestic consumer 
demand has increased. And for these reasons, in the past 20 years the U.S. wine 
industry has regularly petitioned the government to intercede on its behalf to seek 
access to foreign markets. The U.S. wine producer has not requested any additional 
barriers; they have only asked that they be allowed the same access to foreign wine 
markets which other wine producing countries enjoy in the U.S. The domestic wine 
industry has also petitioned foreign governments directly and has continually
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worked through international trade associations to seek more open and equitable 
markets. This has been a concerted effort by wine producers throughout the nation, 
not just California producers. 

The net result of this joint effort is the export of almost 11 million gallons in
1981. Despite 10 years of hard work by the U.S. wine industry to remove trade bar 
riers and expand sales, exports in 1982 fell to just over nine million gallons in 1982. 
This can be compared to over 120 million gallons of wine imported into the U.S. in
1982. This significant imbalance of 9 million gallons vs. 120 million gallons can no 
longer be justified by any foreign wine producing country on the basis of ability of 
the U.S. to produce a quality product.

Perhaps, examples of the kind of trade barriers facing U.S. producers best exem 
plify the difficulties facing the winegrape grower: Market conditions are ideal for a 
number of U.S. wine producers in Japan, but the high Japanese tariff and tax sys 
tems, virtually double the price of U.S. wines. The high Japanese tariff of $4.50 a 
gallon results in creating an impossible sale for most wines. Because of high tariff 
and therefore the overall increased cost, the Japanese often define wine to be a 
"luxury" item. This "luxury" definition makes some wines subject to a 50% ad valo 
rem excise tax. By combining this high duty of $4.50 with the price to product a 
bottle of wine, a $4.00 (retail) bottle of California table wine can end up costing 
more than $8.00 a bottle. This doesn't even take into account the usual retail mark 
ups which occur in any market. Nevertheless, Japanese consumer preference tests 
show that the consumer demand for a good quality wine is expanding, despite this 
tremendous pricing obstacle.

Another example is a particular small producer, outside of California, who en 
tered into a one year supply contract with a non-wine producing European Commu 
nity country importer. While the wine shipments were not great volumes, it was a 
country with an excellent expanding wine market. When the first shipment arrived 
at the foreign port, the importing authorities notified the importer and the U.S. pro 
ducer that additional duties and charges had to be paid over and above what they 
had been told. These additional charges made the produce non-competitive in the 
market place. Therefore, the foreign importer immediately cancelled the contract.

Price unpredictability due to currency fluctuations and unknown border transac 
tion barriers, can easily result in making the contract almost impossible to settle. 
Compound this with contract delays due from the European Community minimum 
reference price system which is a duty that fluctuates based on any internal com 
munity market conditions, and you can easily understand why the American wine 
producer is rapidly losing his export market.

Mr. Chairman, the U.S. wine producer is not requesting any subsidies or govern 
ment assisted programs. They are requesting equity, fairness, and harmony in the 
wine market. The domestic wine producer has proved that he can produce some of 
the Inest wines in the world. This quality, combined with an increased consumer 
demand should reflect an industry that is growing and increasing sales. Unfortu 
nately, the wine producer in the United States has only seen formidable obstacles 
drawn against him which he is willing to share his own market with other produc 
ers. I strongly urge favorable consideration by the committee on this important leg 
islation to allow the American wine producer the opportunity to compete fairly in 
the market abroad.

Chairman GIBBONS. Thank you.
We will hear next from Mr. Matsui, and then from Mr. Thomas, 

and then we will go to questions.

STATEMENT OF HON. ROBERT T. MATSUI, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. MATSUI. Thank you very much, Mr, Chairman.
I have a written prepared statement, and I would like to submit 

that for the record, if I may. And I would also like to thank you 
and meiw-ers of your subcommittee for holding these hearings 
today on H.R. 3795.

We appreciate very much the fact that you have held hearings 
on this and indicated the interest in this particular bill.

Of course, I want to commend Mr. Coelho for introducing the leg 
islation.
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I will not read my statement. I would like to just point out a few 
items in my statement.

In 1982 alone, foreign imports of wine into the United States to 
taled $781 million, whereas U.S. wine exports totaled only $38 mil 
lion, resulting in a trade deficit for 1982 alone of $743 million, 
which is 2.1 percent of the entire U.S. trade deficit.

Second, I might point out that the tariffs of the United States for 
foreign wine imported into this country range only from 21 to 37 
cents per gallon. However, with respect to our exports to foreign 
countries, they range much higher than that, including Japan's 
duty which is $4.80 per gallon. In addition to that, there are a 
number of nontariff trade barriers to our wines that go into these 
foreign countries.

Third, I would like to point out that the United States, as Mr. 
Coelho stated in his opening statement, does not subsidize or give 
any Government assistance to U.S.-grown wine.

Fourth, and in conclusion, Mr. Chairman, although I think most 
of us are free traders, I feel that wine, the wine industry in par 
ticular, is in a unique situation in the United States today.

As you know, during this century all other countries were able to 
grow and actually produce their wine and export it all through the 
1900's and beyond, whereas in this country there was a period of 
time when the wine industry was shut down, and therefore, it was 
not until really the 1940's that they were able to begin to produce 
again, and it was not until the 1960's that our wine industry has 
become viable.

And with that disadvantage we feel now it would be important to 
bring some equity and a level playing field to our industry as op 
posed to the rest of the country.

I thank you very much, Mr. Chairman, for allowing me this op 
portunity to appear before you today.

[The prepared statement follows:]
STATEMENT OF HON. ROBERT T. MATSUI, A REPRESENTATIVE IN CONGRESS FROM THE

STATE OF CALIFORNIA
Mr. Chairman, the bill before the Subcommittee on Trade, H.R. 3795, the Wine 

Equity Act of 1983, attempts to harmonize, reduce and eliminate tariff and nontariff 
trade barriers which exist in the international wine trade. The bill itself is designed 
to encourage equity and fairness by guaranteeing that American wines will be ad 
mitted into a foreign country on the same fair and equal basis as the wines of that 
country are admitted into the United States. Despite the fact that American wine 
has achieved worldwide recognition, the American wine producer seeking to market 
the product abroad is continually plagued with a maze of restrictive and prohibitive 
trade barriers. In 1982 alone, foreign wines with a value of $781 million were im 
ported into the United States while the value of U.S. wine exports amounted to only 
$38 million. This resulted in a trade deficit for wine alone of $743 million or 2.1 
percent of the entire trade deficit.

Historically, there has been an imbalance in the international wine trade. This 
results from the easy accessibility enjoyed by foreign wines in the United States, 
which is in direct contrast to the export position of the American wine industry. 
American duties generally range from 21 cents to 37 cents per gallon. This contrasts 
with the much higher duties imposed by other countries, which range as high as 
Japan's duty of $4.80 per gallon.

Unlike the wine industry in many foreign nations, the U.S. wine industry receives 
no government aid or subsidy and the United States imposes no nontariff trade bar 
riers on foreign wines. Foreign wines can move freely within the American market, 
subject only to the same laws applicable to the American produced wines and to 
payment of the lowest duties assessed anywhere by a significant wine producing
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country. This legislation will help to encourage equity within the international wine 
trade. 

Thank you.

Chairman GIBBONS. Thank you.
And Mr. Thomas, and then Mr. Horton.

STATEMENT OF HON. WILLIAM M. THOMAS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. THOMAS. Thank you, Mr. Chairman.
I would first ask unanimous consent that my testimony on H.R. 

2667, an earlier bill, be submitted for the record. 
Chairman GIBBONS. Without objection, so ordered. 
[The material follows:]

STATEMENT OF HON. WILLIAM M. THOMAS, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF CALIFORNIA

Mr. Chairman and members of the Subcommittee: Thank you for the opportunity 
to testify in support of H.R. 2667, a bill which will suspend, until July 1, 1988, the 
import duty on yttrium-bearing concentrates, materials and components. I believe 
H.R. 2667 is important to ensure the continued competitive viability of the U.S. re 
fined yttrium oxide market.

Imported yttrium concentrate is used as feedstock in the refining of yttrium 
oxide. Yttrium oxide has important classified defense-related applications, as well as 
a wide range of commercial uses. Commercial products include lasers, refractory in 
sulating materials, strategic superalloys, energy-saving flourescent lights and com 
ponents for color television sets.

There are no domestic sources of yttrium concentrate feedstocks sc my bill will 
not impact that segment of the industry. Even though U.S. refiners will continue to 
depend on imported yttrium as a feedstock, we must continue to encourage domestic 
refining because of yttrium's significant defense related applications and its neces 
sary commercial uses. If companies cannot profit from refining yttrium, we risk 
losing our domestic refining capability and a small number of highly skilled jobs.

Currently, the U.S. imposes a 6.3 percent duty on yttrium concentrates. In the 
U.S. today there are two U.S. refiners that are dependent on the imported yttrium 
for feedstock in their facilities. These refiners face a competitive disadvantage with 
foreign refiners who have access to duty-free feedstocks. My bill addresses this prob 
lem by relieving the financial burden imposed by the U.S. import duty. Major for 
eign competitors are the Japanese, French and Norwegians. These companies, some 
of which are owned in part, by their respective governments, are able to purchase 
yttrium concentrates, refine it into pure yttrium oxide and export it to the U.S. at a 
much lower price than U.S. refiners. Production cost margins are so narrow that 
removal of the import duty will restore the U.S.'s competitive position. In the past 
decade, two yttrium refiners have permanently closed. Only two remain: Molycorp, 
Inc., a wholly owned subsidiary of the Union Oil Company of California; and the 
Research Chemicals Division of the Nucor Corporation in Phoenix, Arizona. We 
must not lose these two remaining refiners.

The International Trade Commission has reviewed H.R. 2667 and supplied Con 
gress with an objective analysis of the domestic yttrium market. They confirm that 
U.S. refiners depend on imports of foreign yttrium concentrate to maintain refining 
capability. To my knowledge, the bill is non-controversial and the Administration 
does not object. The estimated amount of duty paid by the two U.S. processors of 
yttrium is under $100,000 per year.

Mr. Chairman, in order to allow a fair competitive position for our domestic yttri 
um market, it is important to allow non-dutiable access to yttrium feedstocks. I urge 
the Committee to favorably report H.R. 2667.

Mr. THOMAS. I, too, Mr. Chairman, want to compliment my col 
leagues for the effort that has been put forth on this particular bill. 
As was mentioned earlier in the testimony with administration of 
ficials, there are an impressive number of Members of the House of
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Representatives who have agreed to cosponsor this measure I be 
lieve 341. This is, I believe, a measure of a number of factors.

First, there is no question in my mind, coming from a wine-pro 
ducing area, but what is needed is really a fair and equal market 
access. The wine industry in the United States today, and as the 
gentleman from California, Mr. Coelho, indicated, it is not just a 
California-producing factor. There are producers all across the 
United States, and it is becoming far less a regional industry than 
it was at one time.

But we have about a three-quarters of a billion dollar deficit a 
year currently, and there is no question that a portion of that can 
oe attributed to the overly strong U.S. dollar. But when you begin 
to examine the tariff and nontariff barriers against U.S. wines, in 
addition to an array of Government subsidies to foreign wine pro 
ducers, and the invasion that foreign nations are making in these 
markets while effectively sealing off U.S. competition in their own 
markets, something has to be done.

By a 1981 study conducted by the Office of the U.S. Trade, the 
Council of Economic Advisers, the Departments of State, Treasury, 
Commerce, Agriculture, and Labor, the U.S. International Trade 
Commission, revealed that there are tariff and nontariff barriers to 
U.S. wine exports that are really nothing short of astonishing in 
their severity, complexity, and cost.

My colleague from California, Mr. Matsui, indicated the tariff for 
Japan. I think the United Kingdom is perhaps about the best gross 
example. It imposes an 81 cent tariff and more than a $15 tax on 
each gallon of U.S. wine entering the country.

In addition, nontariff barriers hamper the export of U.S. wines. 
They include certification requirements, license and quota systems, 
Government or provincial monopolies, process, bottling, and label- 
mgrequirements.

The U.S. Department of Agriculture recently completed an ex 
haustive onsite study of the European wine industry which found 
that the European Economic (Community wine producers are 
highly and directly subsidized by their governments. The assistance 
includes preferential credit, low interest loans, grants, payments 
for distilling surplus wine, help for wine storage, and direct export 
subsidies, and it results in the European Economic Community 
countries effectively exporting their surplus.

The Wine Equity Act seeks to remedy the problem by encourag 
ing our wine trade partners to lower or remove trade barriers 
against our wines. It just seems to me that in the discussion from 
the administration, as indicated earlier, saying over and over again 
that we do not want this kind of capability, it seems to me that 
perhaps in terms of the historic trading posture, for the United 
States, for the administration to continue to say that they do not 
want this particular power, that they will oppose this measure. It 
also seems quite appropriate to me for this Congre~s to pass this 
measure.

Over the last several years in meeting with members of the Eu 
ropean parliament and trying to get their attention in terms of ad 
dressing the real problems that we face in terms of especially agri 
cultural products and specifically specialty agricultural products, 
with a number of nations but principally the European Communi-
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ty, that talk does not do any good. And we need to send about as 
clear a message as we can that something needs to be done beyond 
talking.

And although I agree with the gentleman from Pennsylvania 
who earlier commented that he thought that the 341 cosponsors 
were largely emotional in terms of their desire to have action as 
well, I want to assure the chairman that the vehicle selected for 
this action is not an emotional one. It was selected very carefully 
because the impact will be very limited, as the administration testi 
fied. There are not that many countries in which we have to con 
cern ourselves with importation of wine. It is not a problem that is 
worldwide. It is limited in terms of geography, climate, and soil, 
and it is an appropriate vehicle, in my opinion, to indicate with a 
clear and direct message that something beyond what has been 
done recently needs to be done.

The administration argued that sectoral reciprocity would move 
rapidly across the board. My argument there is that it will not. I 
think we can select one particular area and send a clear message. 
And that if there is not a response in other areas, then we can en 
tertain very systematically and very calculatedly, as the Europeans 
do frequently, item by item.

I happen to think, though, that if the Congress of the United 
States passes this particular bill, the message will be more than 
adequately sent.

I thank the chairman and the members for their indulgence.
[The prepared statement follows:]

STATEMENT OF HON. WILLIAM M. THOMAS, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF CALIFORNIA

Mr. Chairman, I would like to thank the members of this subcommittee for the 
opportunity to discuss with you a foreign trade problem for which the Wine Equity 
Act, HR 3795, proposes a strong but flexible remedy. A serious imbalance exists be 
tween the market access afforded to foreign wines entering the United States and 
that granted to U.S. wines in foreign markets. What is needed is fair and equal 
market access to foreign markets for U.S. wine producers.

The U.S. wine industry is plagued by a three-quarters of a billion-dollar annual 
trade deficit. As with other U.S. exports, part of the deficit may be attributed to the 
strong U.S. dollar, but the chief factor limiting U.S. wine exports is a grossly unfair 
system of foreign trade barriers which virtually guarantee that our products can 
never compete on an equal basis in overseas markets.

The U.S. exported only $38 million in wine last year, while foreign nations export 
ed $781 million in wine to the U.S. Because of numerous tariff and nontariff bar 
riers against U.S. wines, in addition to an array of government subsidies to foreign 
wine producers, foreign nations are invading U.S. markets while effectively sealing 
off their own markets from U.S. competition. Foreign wine producers are further 
aided by our low wine tariffs and by the lack of any nontariff obstacles to wine ex 
ports.

A remedy for this imbalance is badley needed, as an abundance of evidence re 
veals. A 1981 study conducted by the Office of the U.S. Trade; the Council of Eco 
nomic Advisers; the Departments of the State, Treasury, Commerce, Agriculture 
and Labor; and the U.S. International Trade Commission Revealed tariff and non- 
tariff barriers to U.S. wine exports that are nothing short of astonishing in their 
severity, complexity and cost. For example, the United Kingdom imposes an 81-cent 
tariff and more than a fifteen-dollar tax on each gallon of U.S. wine entering that 
country. Denmark imposes $8.06 in import taxes per gallon cf wine, and Japan's tar 
iffs and <taxes add $6.04 to the cost of a ten-dollar gallon of U.S. wine.

Nontariff barriers which hamper U.S. exports of wine include certification re 
quirements (all European Economic Community nations impose certification re 
quirements), license and quota systems (Austria, Switzerland and New Zealand),
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government or provincial monopolies (Canada and Sweden) and process, bottling 
and labeling requirements (present to some degree in all producing countries).

The U.S. Department of Agriculture recently completed an exhaustive on-site 
study of the European wine industry which found that EEC wine producers are 
highly and directly subsidized by European governments. This assistance, which in 
cludes preferential credit, low-interest loans, grants, payments for distilling surplus 
wine, help for wine storage direct export subsidies, results in EEC countries effec 
tively exporting their surplus. When wine producers are further aided by a gross 
imbalance of trade restrictions between the U.S. and its competitors, it is easy to see 
how a three-quarters of a billion dollar wine trade deficit can develop.

In comparison to the trade barriers described above, U.8. tariffs and taxes on a 
gallon of imported wine average about 55 cents. We impose no nontariff barriers on 
the entry, distribution or sale of imported wines. Because of this great disparity in 
market access, I believe that a legislative remedy is needed to encourage other na 
tions to treat our wines more fairly.

The Wine Equity Act seeks to remedy the problem by encouraging our wine trade 
partners to lower or remove trade barriers against our wines. It does not seek per 
manent limits, quotas, licensing restrictions, high tariffs or taxes against foreign 
wine imports. The Wine Equity Act seeks only this: fair market access for U.S. wine 
producers.

Fair and equal access to foreign markets for U.S. wines would be achieved under 
the Act by giving the President authority to impose a "mirror image" of trade bar 
riers which foreign nations continue to place against U.S. wines. If, in a six-month 
period following U.S. requests to a nation to lower its trade barriers against U.S. 
wines, a nation has not reduced its barriers, the President may order the identical 
tariffs and nontariff measures to be imposed against the wines of that nation in the 
U.S. should a nation subsequently lower its wine trade barriers, our government 
would accordingly lower wine trade barriers to comparable levels.

Thus, the Wine Equity Act would provide our trade negotiators with a powerful 
bargaining tool for achieving fairer treatment of U.S. wines in foreign markets. This 
tool is more flexible than the approach of simply walling off our markets. It pro 
vides an incentive for nations to lower their trade barriers, rather than erecting an 
equal but just as damaging permanent barrier against the free flow of goods among 
nations.

That is an important distinction, because the tendency of players who must com 
pete On a tilted playing field in international trade has been to lock out the competi 
tion rather than to try and make the playing field more level. The U.S. has been 
running uphill for some time now in the area of wine exports, but I believe it is far 
more prudent to try and make the game fairer than to react by simply stopping the 
game.

The Wine Equity Act is not protectionist legislation. U.S. wines have achieved a 
worldvride reputation and need no protection from competition. Instead, the Act 
seeks only to ensure competition by encouraging equal market access. The Wine 
Equity Act is not intended to benefit a narrow sector or geographic region of the 
United States. Fully 39 states now produce wine for commercial consumption, and 
the 341 cosponsors of this bill represent 49 states.

The Wine Equity Act is intended to correct an all too frequent trade problem 
which is created when the U.S. opens its markets in an attempt to foster free trade, 
only to be rebuffed by foreign trade barriers. The Act avoids the traditional U.S. 
trade posture of asking for concessions and waiting for a response, and it also avoids 
the reaction of closing off our markets permanently. Under the Act, our trade part 
ners know exactly what will happen if they elect not to reduce their trade barriers, 
but they will also be rewarded in kind if they choose to cooperate.

Some observers claim incorrectly that the Wine Equity Act is made unnecessary 
by the bilateral wine agreement signed by the U.S. and the EEC on July 26.1 urged 
that discussions leading to this agreement go forward in the interest of eliminating 
certain labeling and wine-making obstacles hindering U.S. wine exports to Europe. 
However, the agreement fails to address tariff barriers, and it does not change the 
need to gain wine trade concessions from non-EEC countries.

U.S. officials have expressed concern that public pressure for retaliatory trade 
measures could start the U.S. toward protectionism and away from its historical 
stance of promoting free trade. In two past addresses to officials of the European 
Economic Community, I have delivered warnings that America will not sit by for 
ever as our markets are eroded by foreign subsidies and trade barriers. I have 
warned of political sentiment in favor of locking away U.S. markets from EEC 
goods, and I have urged the Europeans to reconsider their trade barriers. President 
Reagan has delivered similar warnings to the Japanese. These warnings and plead-
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ings could continue for many years, but it is action which will cause our trade part 
ners to move toward free trade, and the Wine Equity Act is a means of moving 
them.

Because the Wine Equity Act seeks to encourage other nations to open their mar 
kets to competition, I am pleased that more than three-quarters of the members of 
this House nave elected to support this course of action, rather than a protectionist 
measure. It is a simple, storing and flexible response to a serious trade problem, and 
I urge its swift approval by the subcommittee.

Chairman GIBBONS. Thank you. 
Mr. Horton.

STATEMENT OF HON. FRANK HORTON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK

Mr. HORTON. Thank you, Mr. Chairman, members of the subcom 
mittee.

First of all, I am very proud and happy to be one of the principal 
sponsors of this bill. It was not until last year that, as a result of 
redistricting, I obtained new areas in my district that are wine pro 
ducing, and I will explain how I got involved in this legislation in 
just a few minutes.

I am happy to join my three colleagues from California in pursu 
ing this bill. I think it is an important bill. I want to certainly sub 
scribe to everything they have said and agree with them and urge 
the subcommittee to pass this bill as quickly as possible, because as 
has already been said, there are over 340 members that have 
signed on to this particular bill.

I represent the wine-producing Finger Lakes region of upstate 
New York, and I am very excited and yet concerned about the eco 
nomic impact to this industry in my district and New York State.

American wine producers are not looking to this bill for tariffs, 
quotas, or subsidies for the product they grow, harvest or produce. 
In fact, by and large they are very confident of the quality of their 
product and its ability to compete with wines of any country in the 
world. This is certainly true for wine producers in New York State.

New York is the Nation's second largest wine-producing State 
with more than 40,000 acres of vineyards in 25 counties, about 70 
wineries from Long Island to the western border. New York enjoys 
a growing reputation for world class quality. Each year New 
Yorkers harvest more than 150,000 tons of grapes with a market 
value of $36 million. New York wineries produce nearly 40 million 
gallons of wine, generate gross sales exceeding $150 million, pay 
roughly $20 million in Federal and State excise taxes, and attract 
well over 300,000 tourists to various regions of the State. Since 
1976 the number of wineries in our State has more than tripled.

Our wine producers want the opportunity to compete openly and 
fairly in the international market, but our wines are, in effect, 
barred from sale in France, Italy and other EEC countries through 
a complex schedule of tariff and nontariff trade barriers that these 
countries impose.

The United States, however, imposes virtually no restrictions on 
wine imported into our country. The result? Last year the United 
States imported nearly $800 million in foreign wines, and we ex 
ported less than $30 million, and most of these wines went to our 
military bases.
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Mr Chairman, I think it is important for us to look at-this. I cer 
tainly am for free and open trade, but this February when I was 
having office hours in a little place called Ovid, N.Y., the president 
of the State wine grape growers came in to see me and told me 
about the problems that they have been experiencing with regard 
to the tariffs in other countries. And the result is that approxi 
mately $24 a gallon is charged for our wines and their wines come 
in here practically duty-free, and the result is that they are just 
taking our market over.

And I think we ought to recognize that we have got some great 
wines in the United States, and they ought to have an equal oppor 
tunity to be enjoyed by the rest of the world.

One of the little asides I would like to make at this point is that 
there was a blind testing of Johannesburg Rieslings held last week 
hi New York City at the International Wine Center. Wines from 
France, Germany, California and New York were tasted, 15 wines 
in all. Get this: New York wines scored 1 through 5, California was 
6, Germany 9, France 10 in the ranking of the top 10 wines, and 
the benchmark price for the American wines was well below those 
of the French and Germans.

The point is we have got good wines. We ought to have an oppor 
tunity to get this wine into other parts of the United States and 
also into the rest of the world.

Thank you, Mr. Chairman.
[The prepared statement follows:]
STATEMENT OF HON. FRANK HCRTON, A REPRESENTATIVE IN CONGRESS FROM THE

STATE OF NEW YORK
Mr. Chairman, members of the Subcommittee, I am pleased to be here today to 

testify in support of the Wine Equity Act. I represent the wine-producing Finger 
Lakes Region of New York State and am very excited, yet concerned, about the eco 
nomic impact of this industry on my District and on New York State.

Mr. Chairman, American wine producers aren't looking with this bill for tariffs, 
quotas or subsidies for the product they grow, harvest and produce. In fact, by and 
large, they are very confident of the quality of their product and its ability to com 
pete with wines of any country in the world this is certainly true for wine produc 
ers in my State.

New York is the Nation's second largest wine producing State with more than 
40,000 acres of vineyards in 25 counties about 70 wineries from Long Island to the 
Western border New York enjoys a growing reputation for world class quality. 
Each year, New York's   ,'neyardists harvest more than 150,000 tons of grapes with a 
market value of $36 million. New York wineries produce nearly 40 million gallons 
of wine, generate gross sales exceeding $150 million, pay roughly $20 million in Fed 
eral and State excise taxes, and attract well over 300,000 tourists to various regions 
of the State. Since 1976, the number of wineries in our State has more than tripled.

New York's wine producers want the opportunity to compete openly and fairly in 
the international marketplace. We produce outstanding wines, and I would be more 
than pleased to prove this point by arranging a comparative tasting of New York, 
California and Foreign wines as a demonstration for you and Members of this Sub 
committee. But, our wines are, in effect,.barred from sale in France, Italy, and other 
EEC countries through a complex schedule of tariff and non-tariff trade barriers 
that these countries impose. The United States, however, imposes virtually no re 
strictions on wines imported into our country: the result last year, the United 
States imported nearly $800 million in foreign wines and exported less than $30 mil 
lion, and most of these wines went to our military bases.

Mr. Chairman, I am afraid that the wine industry is caught in the cliche-ridden 
debate that seeme to dominate the Halls of Congress these days "free trade," free 
trade without imposition of tariffs and quotas, free and open competition. I think we 
need to look beyond the rhetoric and examine the industry. Such an examination 
shows that United States wine producers utilize the most modern wine-producing
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technologies in the world, grow the highest quality vinefera and hybrid grapes, are 
efficient in their use of labor, and produce quality wines that are beating some of 
the world's most prominent wines in international tasting competitions. These are 
the facts, Mr. Chairman.

Mr. Chairman, the Wine Equity Act provides a reasonable time-frame for negotia 
tion of an agreement between the United States, Europe and Japan on a uniform 
tariff and non-tariff schedule that is fair for all nations. Equality in the internation 
al marketplace that is all we seek with this bill. And the lack of equality is the 
reason I became an original sponsor of the Act and helped direct the effort to secure 
more than 340 current House cosponsors including both New York Senators and 
all but three of New York's 34 Representatives. I hope this Subcommittee gives our 
wine industry the opportunity to compete fairly and equitably with all major wine- 
producing countries by favorably reporting this bill.

Mr. Chairman, once again, I thank you for holding this hearing and for the oppor 
tunity to personally express my support for its passage.

As an aside, Mr. Chairman, a blind tasting of Johanesberg Rieslings was held last 
week in New York City at the International Wine Center. Wines from France, Ger 
many, California, and New York were tasted fifteen wines in all. New York wines 
scored one through five, California Six, Germany nine and France ten in the rank 
ing of the top ten wines. And, the benchmark price for the American wines were 
below those of the French and German.

Chairman GIBBONS. Thank you, Mr. Horton. 
Mr. Conte.

STATEMENT OF HON. SILVIO O. CONTE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS

Mr. CONTE. Thank you, Mr. Chairman. I appreciate this opportu 
nity to testify in support of H.R. 3795, the Wine Equity Act of 1983.

Chairman GIBBONS. Would you push that microphone over?
Mr. CONTE. As one of the principal cosponsors of this measure I 

want to commend you and the other members of the committee for 
scheduling these hearings and also for your continuing attention to 
this most important issue.

Mr. Chairman, my district in western Massachusetts is not a 
major commercial grape-growing area. In fact, there is no wine- 
making there. But making wine, particularly within the ethnic 
communities of that area, is very much a part of the cultural envi 
ronment in which I grew up. I made much wine as a young boy 
with my father we used to make about 150 gallons a year.

I am very proud of that heritage, and therefore very disturbed by 
the restrictions on American wine producers that have been im 
posed by foreign countries.

The days when American wines were put down by snobs as infe 
rior to European wines are long gone. American wines are fully ca 
pable of holding their own in international competition as long as 
it is a fair fight. But today that fight is far from fair.

The American winegrower seeking to market his product abroad 
is continually faced with a maze of restrictive, prohibitive trade 
barriers, including both tariff and nontariff restrictions.

Mr. Chairman, I want to stress that the objective of the Wine 
Equity Act is not protection but promotion. We are not seeking to 
protect the domestic market from foreign competition. The Ameri 
can wine industry is fully prepared to meet competition on its own 
terms in an American market where everyone plays by the same 
rules.

The problem is in competing for markets where everyone does 
not play by the same rules. Overseas the American wine exporter
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often finds, in addition to significant tariff barriers, a variety of 
regulatory obstacles to free and fair competition. And those obsta 
cles-may include certification requirements, license quota systems, 
government monopolies at the national, local, or other level, and 
processing, bottling, and labeling requirements that are not applied 
to wines produced in that country.

The purpose of the Wine Equity Act is to support American wine 
exports by permitting them to compete in foreign markets on the 
same terms that foreign wines are permitted to compete here in 
the United States.

This legislation would authorize the President to impose certain 
' restrictions on wine imports from countries that do not harmonize 

their tariff and nontariff trade barriers with those imposed by the 
United States on imported wine.

It is our hope that these foreign countries will reasonably bring 
their market systems in line with the open market approach here 
in the United States. Certainly the existence of this authority 
should provide a significant incentive for other countries to do so.

Mr. Chairman, I thank you again for this opportunity to share 
my views with this committee, and strongly urge favorable consid 
eration for this important piece of legislation.

Thank you, Mr. Chairman.
[The prepared statement follows:]
STATEMENT OF HON. SILVIO O. CONTE, A REPRESENTATIVE m CONGRESS FROM THE

STATE OF MASSACHUSETTS
Mr. Chairman, I appreciate having this opportunity to testify in support of H.R. 

3795, the Wine Equity Act of 1983. As one of the principal co-sponsors of this meas 
ure, I want to commend you and the other members of the Committee for schedul 
ing this hearing, and also for your continuing attention to this important issue.

Mr. Chairman, my district in western Massachusetts is not a major commercial 
grape growing area. But making wine, particularly within the ethnic communities 
of that area, is very much a part of the cultural environment in which I grew up. I 
am very proud of that heritage, and am therefore very disturbed by the restrictions 
on American wine producers that have been imposed by foreign countries.

The days when American wines were put down by snobs as inferior to European 
wines are long over. American wines are fully capable of holding their own in inter 
national competition as long as it's a fair fight. But today that fight is far from 
fair. The American winegrower seeking to market his product abroad is continually 
faced with a maze of restrictive and prohibitive trade barriers, including both tariff 
and non-tariff restrictions.

The United States imposes duties on imported wine ranging from approximately 
twenty-one cents to thirty-seven and one-half cents per gallon. This contrasts with 
significantly higher duties imposed on American wines by other countries, ranging 
as high as Japan's duty of $4.80. per gallon.

In addition, and the marked contrast to the wine industries in many other coun 
tries, the U.S. wine industry receives no government aid or subsidy, and the United 
States imposes no non-tariff trade barriers on foreign wines. Foreign wines can 
move freely within the American market, unlike American wines in other coun 
tries.

Mr. Chairman, I was shocked to learn that the United States imported $781 mil 
lion worth of foreign wines in 1982, while only $38 million worth of U.S. wine was 
exported. This trade deficit for wine alone amounted to over two percent of the 
entire national trade deficit. Certainly some of this problem has to do with the cur 
rent strength of the dollar compared to foreign currencies, which has the effect of 
making our exports comparatively more expensive in countries with weaker curren 
cies. But a significant aspect of the problem, and the one which the Wine Equity 
Act seeks to remedy, is a situation in which foreign wines enter the United States 
comparatively duty-free, while American wine exports face a variety of tariff and 
non-tariff barriers abroad. This situation is obviously inequitable.
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Mr. Chairman, I want to stress that the objective of the Wine Equity Act is not 
protection, but promotion. We are not seeking to protect the domestic market from 
foreign competition. The American wine industry is fully prepared to meet the com 
petition on its own terms, in an American market where everyone plays by the 
same rules.

The problem is in competiting in foreign markets, where everyone does not play 
by the same rules. Overseas, the American wine exporter often finds, in addition to 
significant tariff banners, a variety of regulatory obstacles to free and fair competi 
tion. Those obstacles may include certification requirements, license and quota sys 
tems, government monopolies at the national, local, or other level, unreasonable 
customs delays or procedures, reference price systems, and process, bottling and la 
beling requirements that are not applied to wine produced in that country.

The purpose of the Wine Equity Act is to support American wine exports by per 
mitting them to compete in foreign markets on the same terms that foreign wines 
are permitted to compete here in the United States. The legislation would authorize 
the President to impose certain restrictions on wine imports from countries that do 
not harmonize their tariff and non-tariff trade barriers with those imposed by the 
United States on imported wine. It is our hope that foreign countries will reason 
ably bring their market systems in line with the "open market" approach of the 
United States. Certainly the existence of this authority should provide a significant 
incentive for other countries to do so.

Mr. Chairman, I thank you again for this opportunity to share my views with the 
Committee, and strongly urge your favorable consideration of this legislation.

Chairman GIBBONS. I want to thank all five of you for your testi 
mony and tell you that we do take seriously the bill that you have 
introduced, you and a great many other Members of the House 
have introduced.

I was not surprised to hear the administration opposed to it be 
cause they are always opposed not just this administration but 
every administration I have dealt with to any kind of direct reci 
procity type of trade negotiation.

For those who were not here when I was expounding on this sub 
ject with the administration, I said that I have read all of the infor 
mation that has been made available to me about sectoral negotia 
tions versus broad negotiations, and when I look at the trade nego 
tiations that we do, we always get down to sectors anyway.

I thought the wine industry was a unique industry, having been 
wiped out by prohibition, along with the hard liquor industry, too, 
but particularly having been wiped out by prohibition, and then an 
attempt made to reconstitute it following the repeal of prohibition.

I realize that we do not have many bargaining chips when it 
comes to wine because we probably gave them all away in our at 
tempts to get a legal drink in the early 1930's. I was hoping that 
we could make something special out of wine in the negotiation.

As you know, we have included that in the general reciprocity 
bill, with some instructions. I would like to experiment around 
with these negotiating tools, and I was hoping that perhaps there 
was some way we could amend your bill and not get a veto out of 
the administration on it. That is what worries me. Obviously, with 
this many cosponsors you could override a veto, but I am not sure 
how many of them would stick with you if the President put his 
name on the line and vetoed the legislation.

I asked the USTR and the administration to see if there was not 
some way we could constructively work together and solve this 
problem.

As I see it, looking at your bill, you do not try to do nearly as 
much as the administration said that you were trying to do. This 
calls for the designation of major trading countries in wine, and
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then it seeks to negotiate with those major trading countries. I 
would imagine that these would have to be trading countries whose 
standard of living is somewhere near ours. Obviously, you cannot 
expect a little old poor nation to spend all of its foreign resources, 
all of its exchange resources on wine. They probably ought to put 
some into bread and some into machinery and other things.

So as I read your bill, you are trying to limit it to the major trad 
ing partners, and those I would interpret as being trading partners 
whose economy is on a par with ours and who trade from about the 
same economic advantage that we do. And then you would try to 
enter into bilateral or multilateral negotiations with those coun 
tries. If they did not succeed in reducing their own wine barriers to 
parallel our wine barriers, then the President would be authorized 
to go you probably said directed but I would say authorized to go 
as high as they do in that area.

Now, I realize to some of the purists in negotiations this is not 
the proper way to negotiate, but I do not know that we have tried 
it in recent history. And I do not really see any reason why we 
should not try it.

Mr. COELHO. Mr. Chairman, could I make a couple of comments?
Chairman GIBBONS. Yes.
Mr. COELHO. I would think first off, I would speak for most of my 

cosponsors, and would say that we would hope that none of the pro 
visions of the bill would have to be implemented.

We are not seeking to force any nation to do anything. The only 
thing we want is an opportunity to market pur product in their 
country the same way they can market theirs in ours. And we 
would hope with the adoption of this bill that the message is loud 
and clear and that they would permit our product to be marketed 
in their country, and you would not have to do anything. I mean 
that is really our goal. Our goal is to let the market work. We do 
not want to interfere. But the market is not able to work because 
they are trying to restrict it one way, and hopefully we could inter 
vene if it came to that. We would not want to.

But let me go to the first part of your discussion, Mr. Chairman, 
and just a quick check with my colleagues here. We are prepared 
to defend the bill if the administration were to veto it and try to 
override. We are not afraid of that battle. And hopefully, your sub 
committee would give us a chance, if you agree with the intent of 
the bill, to try to put something through.

I think it is a fair bill, it is a decent bill. We are not asking too 
much. And we should be given a chance to see if we can get it en 
acted into law. And I do not want to speak for everybody, but I 
would be prepared to have  

Sil, do you want to say anything?
Mr. CONTB. I am with you a hundred percent. I concur.
Mr. HORTON. I am with you, too. I think we ought to try. It is 

unfair. The problem is that nobody else seems to recognize it. And 
we have got a very good wine industry in this country, and we do 
not have an opportunity to compete.

Mr. COELHO. And I think the thing you should know, Mr. Chair 
man, is that as California has an established industry and we are 
still growing1 we have an established industry, the thing that I 
have said to everybody is I have moved around to get coauthors,



60

and I think it is reflective of who is here and who is willing to tes 
tify, is that we are not talking about a California industry any 
more. We are talking about an industry that is nationwide, that 
the majority of the States in the Union do produce wine now, and 
in some of the wines in those States, the wineries are young and 
they are not established yet. But some of the wine in the different 
States is extremely well established.

New York, while they claim with some of their Chamber of Com 
merce Congressmen to win some contest once in a while. [Laugh 
ter.]

No. New York has some excellent wines, but the State of Wash 
ington has some excellent wines. Virginia and Maryland are pro 
ducing wines. Texas has a winery that is producing and getting 
going. I could go on, Ohio has one. I mean I could go on and on.

The point is that we are moving this industry at this point, and 
why should this industry be hampered by unfair restrictions? I 
mean I think that is all it comes down to.

Chairman GIBBONS. As I said, I am trying to see if there not 
some way we can work this out. Have you all ever compilev and 
perhaps I ought to ask some of the following witnesses a list of 
the trade barriers that other countries have against our wine and 
compare those with the trade barriers that we have?

Is there any publication?
Mr. COELHO. The witness from the Wine Institute will be pre 

pared to react to that, Mr. Chairman. He does have the list. So we 
will be supplying that for the record today.

Chairman GIBBONS. Fine. My staff tells me we have a report 
from the USTR on the issue. "" at I will be asking is there any 
great differences between the bom's compilation and the indus 
try's compilation, because maybe we will be getting down to what 
is a consensus.

Mr. Frenzel, do you have any questions?
Mr. FRENZEL. I would first like to thank all of the witnesses, in 

cluding the one who has just left, for their splendid testimony.
I would ask my friend from California, Mr. Thomas, whether this 

would be a good idea for milk or incat or textiles or rice or cotton, 
all of which are rather important industries in the United States?

Mr. THOMAS. I would tell my friend from Minnesota that as I 
have sat and watched the progress under GATT on section 301  
and clearly that is facetious the lack of progress, the inability to 
get various people around the world focused on what we consider 
to be the major problems, that I do not think that if you add up all 
of the sectors, what you have is a general reciprocity bill. I do not 
think that is what I am supportive of.

I do think, though, that at this stage of the process it would be 
very useful and instructive to a number of European countries, 
principally Mediterranean countries, who have succeeded in flood 
ing the U.S. market, that we are serious, and that a single measure 
moved calculatedly will do more to get them to sit down and get 
serious about what we are talking about than anything else we can 
do.

Mr. FRENZEL. So there is a big difference between the wine in 
dustry and the dairy industry?
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Mr. THOMAS. I think the wine industry in terms of the number of 
countries that produce wine are far more limited than the number 
of countries that produce milk and dairy products. I think that the 
reaction in terms of the number of our major trading partners 
would certainly not be as disruptive with wine. I think wine is a 
really appropriate vehicle for this first step, whereas others, be 
cause of their broad consequences, would not be nearly so appropri 
ate.

Mr. FRENZEL. Is it not true that wine is produced in most of the 
countries of the world?

Mr. THOMAS. Wine is produced in most of the countries of the 
world, but in terms of the chairman's comment, we are talking 
about countries that are roughly similar to us in terms of desired 
responses. And I think actually if we examine the number of coun 
tries that we are principally concerned about, the list boils itself 
down to clearly less than half a dozen.

As, for example, if the gentleman will allow me, the administra 
tion indicated that with Canada we do not have a significant reci 
procity or reciprocal wine trade, and that, therefore, this limited 
action toward Canada would not be significant.

Mr. FRENZEL. Well, I thought of paralleling your wine bill with 
automobiles for Canada. I will have other products for other coun 
tries. Your definition, however, is a bit fuzzy, and while you say 
you would like to nail a couple of Mediterranean countries, it is 
hard for us to, or at least hard for this Member to see how you do 
that. You have some kind of substantial test. And certainly we 
import wine from nearly every country under the Sun. What is 
substantial?

Mr. THOMAS. That is, of course, a decision that would be made 
administratively, but I think if we can give you some figures and 
you would begin to look at them, I think you can find that there 
are obvious cutting points between what is substantial and what is 
not substantial.

Mr. FRENZEL. Well, is substantial meant to apply to the total 
volume of trade, the total volume of wine trade, the total volume of 
trade from a certain country, or which of those?

Mr. THOMAS. My understanding is that it is the wine trade.
Mr. FRENZEL. Well, I suspect for a country like Chile or even 

Hungary wine is a substantial part of their export. But I assume 
you do not mean that those kinds of countries should be involved, 
should they?

Mr. THOMAS. It depends.
Mr. FRENZEL. That is my-problem. If it depends and if we do not 

know, then I think we have to know.
Mr. THOMAS. Perhaps their governments are a bit more enlight 

ened than ours, and they see the possibility of expanding indus 
tries, and they are not cutting off their export opportunities as we 
did in the recent past. A good example would be the gentleman 
from New York's indication that just since 1976 wineries in New 
York have tripled, and it just seems to me that if this is an expand 
ing and growing industry and one that wants nothing more than 
competition, because the tripling of those wineries in New York 
was not done under Government subsidy; they were done under op 
portunities for competition.
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Mr. FRENZEL. But they have, of course, occurred since the Trade 
Act of 1979 at which time we allowed the wine industry to pay its 
excise taxes a good deal more slowly as a consequence of the wine 
negotiations in the MTN. So certainly they have had a bit of an 
assist over the previous conditions that existed prior to their 
growth.

Mr. THOMAS. And if we examine the assistance that this country 
has given the industry, it not only pales in comparison, you cannot 
measure it in terms of the direct subsidy. And I ran through a list 
of preferential credit, low interest loans, grants, payments for dis 
tilling surplus wine, storage, export subsidies on and on and on, 
in terms of almost an inexhaustible list of the way in which major 
European countries have not only exported their subsidies but cre 
ated a marketplace in which wines from particular countries can 
be sold on the marketplace in California and New York or in Min 
neapolis at a price which American growers cannot compete with 
even in terms of purchasing the bottle, the label and the cork.

Mr. FRENZEL. Does anybody else on the panel want to tell me 
why wine is a great deal different than dairy or meat or textiles or 
the other items?

Mr. COELHO. The gentleman from Minnesota, as he well knows, I 
am heavily involved in the promotion of the dairy industry, as he 
is. And the big difference between dairy and wine is that the Gov 
ernment is heavily involved in the dairy business, and the Govern 
ment is not involved in any way in subsidizing or assisting the 
wine business.

The same thing is true of cotton, the same thing is true of wheat, 
and I am not sure what other commodities that you mentioned. 
But all of the commodities that you mentioned to my colleague, 
Mr. Thomas, are commodities where the Government is heavily in 
volved.

Now, that is one major distinction, but I think the other distinc 
tion is that you have a situation where the wine industry; and the 
consumption of wine is growing rapidly in the United States. We 
are helping to develop that. Our industry is the one that is develop 
ing it. We have some of these countries trying to come in and take 
advantage of it in a subsidized way. If they want to come in here 
and they want to compete in the same way that our people are 
trying to develop their markets and to try to get the consumers of 
our products, that is fine. But we are not going after that. We are 
not going after basically their subsidies to their commodities in the 
United States.

All we are saying is look, if you are going to come into our mar 
ketplace and you are going to compete with us in our marketplace, 
then why do you not just give us a chance in your marketplace, 
and we do not need the subsidies; we do not need every other little 
gimmick that you have developed for your products. Just give us a 
chance to market. That is all we want. We do not want anything 
else. And that is all we are asking for in here.

That is substantially different than the position taken by the rest 
of the commodities the gentleman mentioned.

Mr. FRENZEL. My problem there is that if you have a subsidy 
problem, you have a trade remedy; and it is probably the most im-
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mediate of the trade remedies possible or available to you. And
T____

Mr. COELHO. If I can respond to the gentleman, we are pursuing 
that issue. We are pursuing the remedy for the subsidy. But this 
issue is not addressing that. This issue is basically access to foreign 
markets and giving us an opportunity to have that access. That is 
all we are wanting there. The subsidy thing is being handled 
through the administrative process, and those will be pursued.

Mr. FRENZEL. Yes. And I assume those will be pursued. I hope 
they are. And I think that is the subsidy remedy.

It seems to me yet that I fail to see why we should shatter the 
trade policies which this country feels are in its advantage to go for 
a direct sectoral reciprocity on one product only. At least, to me I 
am a little slower than most members, of course but I cannot see 
why wine needs to be singled out as the one sector role item that 
has to be balanced around the world when we know that there are 
some things we sell better and some things other folks sell better, 
and sometimes we negotiate for the things we want, and our part 
ners negotiate for the things they want.

Mr. THOMAS. Will the gentleman yield on that point? If you will 
find a particular product that is either regional or national that 
you have as a better candidate, I would be willing to cosponsor a 
bill with you to send a message on that particular product, if you 
do not think wine is the best one. If you look for one, I will go with 
you.

Mr. FRENZEL. Well, I usually use Western Union to send mes 
sages and do not mess around with the trade laws.

Mr. Chairman, I am grateful to the witnesses for their presenta 
tion. I would yield the balance of my time.

Chairman GIBBONS. Well, as I said, what I am trying to do is to 
expand our repertoire of remedies. We now seem to be hooked 
upon an ideological bent that we will only negotiate if we can nego 
tiate everything. And, unfortunately, the Congress does not want to 
negotiate everything, as I see it. I am sorry they do not.

I was hoping that we could find some ways that we could expand 
our ability to negotiate, and perhaps we are going to have to 
modify your bill yome. But I would like to try to see if we cannot 
work out something.

When I was talking with the administration a little earlier 
today, they seemed to think that there may be something that we 
could do. I hope that you all will continue that dialog with the ad 
ministration while we hear from the rest of these witnesses and try 
to get us together a package of bills.

Mr. HORTON. Could I just add one thing?
Chairman GIBBONS. Yes, Frank.
Mr. HORTON. I think that when you start talking about the over 

all problems of reciprocity and when you start talking about in 
cluding all of these other products, you are overlooking the fact 
that in this particular instance there is practically no duty on any 
of these wines that are coming in, and it is really harming this in 
dustry. And it can have a very vital effect on whether or not this 
industry continues to grow or whether it does not grow.

And I think that if you start lumping it in with all the other 
problems that we have got with trade and I recognize that there



64

are a lot of other problems but this is a unique situation in which 
there is no give or take or has not been any give or take as far as 
this industry is concerned. And so I think it ought to be looked at 
as a unique situation and one we are not asking for the moon. We 
are not asking them to turn over and lay down or anything like 
that. All we are asking is for equal treatment as far as our wines 
are concerned, and that is not what is happening. They are flood 
ing us, and they are underselling and everything else when we 
cannot possibly compete. And we cannot even send ours into these 
other countries.

So I think we make a mistake if we try to look at the broad pic 
ture and solve the broad picture on the back of this wine industry.

Chairman. GIBBONS. There is no doubt in my mind that the wine 
industry has been overlooked in the negotiations in the past. I 
never remember a time in which it was even talked about as being 
one of the negotiating objectives of any of our negotiating rounds. I 
do know that even in Europe where we negotiate with the Europe 
an Community, they have had a difficult time with wine.

But, I am not interested in getting caught up in all of the hang 
ups. I want to increase the repertoire of responses that the United 
States has for different circumstances.

I am hopeful that we can work this out, and I want you to know 
you have my serious consideration.

Mr. COELHO. Mr. Chairman, we appreciate your consideration 
very much and those of your colleagues on the subcommittee. I just 
want you to know that on behalf of most of the cosponsors, we are 
very serious about this.

Chairman GIBBONS. Yes, I understand that.
Mr. COELHO. We are willing to negotiate with you and to come 

out with something  
Chairman GIBBONS. Negotiation does not mean delay. I want to 

assure the gentleman of that. We will take this matter up as fast 
as we take up all of the other bills. As you can see, it was the first 
on our agenda today, and we are not trying to do anything that 
would prevent this type of bill from becoming law.

Mr. COELHO. Thank you, Mr. Chairman.
Chairman GIBBONS. I<et us go now to the next set of witnesses, a 

panel with the Wine Institute, the American Grape Growers Alli 
ance, the Association of American Vintners, and the National 
Council of Farmer Cooperatives.

Good afternoon, gentlemen. Let me say that, unfortunately, Mr. 
Frenzel and I have been informed that the full committee on Ways 
and Means will meet this afternoon at 2:30. I would imagine that 
this meeting will kill the rest of the afternoon. We will go until 
2:30, and then we are going to have to call it quits subject to the 
call of the Chair.

The witnesses that had planned to testify this afternoon are just 
going to have to play it by ear. We will get to you as rapidly as we 
can. Under the rules of the committee, we are required not to meet 
when the full committee is meeting. Therefore, we cannot meet 
even though we may wish to meet this afternoon. At 2:30 p.m. we 
will have to suspend.

The statements of each of you will be placed in the record. I have 
watched your faces. You have been very patient in listening to us
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today. If you can summarize your statements, please do so. Howev 
er, do whatever you wish, and we will go'as far as we can. Our first 
witness is Mr. Silverman.

Mr. SILVERMAN. Mr. Chairman, I come here today frustrated be 
cause my voice is a little bit hoarse. I beg your indulgence. Also, I 
come from an industry that is completely frustrated by what has 
happened to us in international trade.

I have a longer statement which I have submitted for the record. 
However, with your consent I would like to read a shorter state 
ment.

Chairman GIBBONS. All right, sir. You go right ahead.

STATEMENT OF ARTHUR H. SILVERMAN, WASHINGTON COUNSEL, 
WINE INSTITUTE, ACCOMPANIED BY JAMES B. CLAWSON, CON 
SULTANT
Mr. SILVERMAN. My name is Arthur Silverman. I am Washington 

counsel for the Wine Institute, the trade association of the Califor 
nia wine producers. We now have 472 member wineries. California- 
produced wine accounted for 68.6 percent of all wine, and approxi 
mately 92 percent of U.S.-produced wine, entering distribution 
channels in the United States in 1982.

I am accompanied here today by Mr. Clawson  
Mr. FRENZEL. Mr. Chairman, might I ask the witness to speak up 

just a little bit?
Chairman GIBBONS. He has got a little laryngitis is his problem. 

We understand him.
Mr. SILVERMAN. I will try and speak louder. My throat is very 

sore.
Chairman GIBBONS. We are going to get some good microphones 

one of these days. [Laughter.]
Mr. SILVERMAN. I am accompanied today by Mr. James B. Claw- 

son, who is acting as consultant to the Wine Institute on trade mat 
ters.

Mr. Chairman, the wine industry of the United States depends 
on the American consumer. The industry continually strives to im 
prove its product without an increase in price. It is acknowledged 
by wine experts worldwide that the quality continues to improve, 
and California wines, in particular, are as competitive as any found 
in the fine wineries of Europe.

The U.S. market, as has been alluded to, is an open and growing 
market. Over the past several years the supply for this increased 
growth has been provided almost entirely through a rise in inex 
pensive imports. The domestic industry is not at all interested in 
controlling imports or in imposing any additional duty that would 
increase the price in any way to the consumer. Nor do we seek any 
special treatment, and we receive none, of any kind, in the Ameri 
can market.

On the other hand, Mr. Chairman, a recent study which I would 
like to introduce into the record concluded by the Department of 
Agriculture, confirmed that substantial subsidies are being provid 
ed by foreign governments to their v/ine producers. The study 
looked particularly at Italian producers whose products make up 
the bulk of U.S. wine imports.
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While many U.S. producers and growers are concerned about the 
unfair trade advantages resulting from the subsidies, the proposed 
legislation deliberately does not speak to the subsidy question. The 
purpose of this legislation is not to impose additional duties or 
erect nontariff barriers to wine entering the United States. The 
legislation, rather, is solely intended to improve access to foreign 
markets so that American wines will be admitted into a foreign 
country on the same fair and equal basis as the wines of that coun 
try are admitted into the United States.

Thus, this legislation may be aptlv described as an export equity 
and fairness bill, and that is indeed what we have tried to convey 
to the Congress.

Wine has been a major commodity of trade since the beginning 
of time. With the exception of Prohibition, the United States has 
always imported wine. Domestic producers have historically pro 
duced most of the wine consumed in the United States, and as the 
domestic industry has matured, it has sought to market its prod 
ucts abroad in much the same way as foreign producers have freely 
marketed their products here.

Historically and this is the key historically there has been a 
substantial imbalance in international wine trade. This results 
from the easy accessibility enjoyed by foreign wines in the Ameri 
can market, which is in direct contrast to the export position of the 
U.S. wine industry in virtually every existing or potential foreign 
wine market.

The United States has the lowest tariff on table wine, the major 
component in wine trade, of any significant wine-producing coun 
try. The United States imposes no nontariff trade obstacles to the 
entry, distribution, and sale of foreign wines. Foreign wines move 
freely in our markets, subject only to the same laws and regula 
tions which apply to American wines.

By contrast, however, many other industrialized countries 
impose duties on American-produced wines at least double that of 
the United States with some ranging as high as Japan's $4.50 per 
gallon. In many potential foreign wine markets, nontariff barriers 
are even more formidable I should add much more formidable  
than tariff barriers.

A study completed by the executive branch of the Government 
and submitted to the Congress in 1981 substantiated that countries 
such as Mexico, Brazil, Argentina, and Chile maintain virtual pro 
hibitions to U.S. wines through systems of licensing, testing, 
quotas, and certification. Other markets such as Canada and the 
European Economic Community maintain internal regulations 
such as minimum reference prices, which we find particularly diffi 
cult, and product markup systems that discriminate against U.S.- 
produced wines. '

The effect of these foreign tariff and nontariff barriers is reflect 
ed in the U.S. trade deficit. For example, in 1982, foreign wines 
with a value of'$781 million were imported into this country, while 
the value of U.S. wine exports amounted to only $38 million. The 
result was a trade deficit for wine alone of $743 million, 2.1 percent 
of the entire U.S. trade deficit.

At this point I would like to point out that while the trade deficit 
has been obviously exacerbated by the strong dollar, we are histori-
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cally a much larger percentage of the total trade deficit. In 1981 we 
were 2.6 percent; in 1980 we were 2.6 percent; in 1979 I believe we 
were 2.2 percent.

So, while in absolute terms the problem we face has been exacer 
bated, in relative terms it is a historical problem which others are 
now beginning to feel.

Over 122 million gallons of imported wine were consumed in the 
United States in 1982, while merely 9.1 million gallons of U.S. wine 
were sold to foreign markets, almost half of which went to one 
country that was alluded to before Canada. And there are prob 
lems with Canada. But imagine, half of our exports go only to 
Canada.

For the past 15 years the American wine industry has actively 
sought, very actively sought to improve its export position. We 
have repeatedly petitioned the Trade Representative of the United 
States to seek the removal of foreign barriers to our wines. While 
concessions have been granted to our foreign trading partners in 
the wine and other alcoholic beverage sectors in multilateral trade 
negotiations, very little has been done to obtain access to those for 
eign markets for U.S. wines.

For example, the U.S. duty on table wine has been reduced from 
$1.25 per gallon to its present 37 Vz cents per gallon. In the recently 
concluded Tokyo round of negotiations, at the request of the Euro 
pean Community the U.S. system was changed for the collection of 
excise taxes on alcoholic beverages, not wine, making it more fa 
vorable for alcoholic beverages imported into the United States.

In return and we were asked to comment on this the U.S. 
wine industry again received no real concessions in reducing or 
eliminating tariff or nontariff barriers.

The American wine industry does have the ability to substantial 
ly increase its exports abroad. Inventories for all wines at the end 
of June this year exceeded 500 million gallons, more than a year's 
supply for the domestic market. Thus, the U.S. wine industry finds 
itself in a very paradoxical situation. We are willing and we are 
able to export substantial quantities of wine to foreign markets, 
but we are prohibited from doing so by many of the very same 
countries that are freely selling their often-subsidized wine and 
this has been documented in the totally barrier-free American 
marketplace.

Because of the great imbalance in trade, the industry was led to 
believe by Government officials that positive actions would be 
taken to remedy this inequitable situation. The 1979 Trade Act 
submitted by the administration included provisions for the alco 
holic beverage study previously mentioned. This 1981 study con 
cluded that Tariff and internal taxes combined are frequently a 
prohibitive factor for the importer of U.S. wines." It also concluded 
the same for nontariff trade barriers.

When the industry asked the Trade Representative what could 
be done to correct the situation, it was told that the President had 
no authority and this was brought out before to negotiate with 
foreign countries the removal of these barriers.

Mr. Chairman, the U.S. wine industry rightfully should be re 
questing its Government to move against subsidized wine imports 
and other unfair trade practices, but because such an undertaking
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might be perceived by some as protectionism, we declined to pursue 
this approach.

This industry could also wait patiently for another round of mul 
tilateral trade negotiations and again dutifully present its case for 
relief, as we have done in the past three rounds of negotiations. 
However, I think you will agree that the past history of lack of suc 
cess and broken promises dictates that this course would not be 
fruitful.

The industry could also press for continued bilateral consulta 
tions in hopes of getting some results. The recently concluded EEC- 
U.S. wine accord is such an example. It took 9 years to conclude, 9 
years. And while it provides long overdue recognition by the EEC 
of various advanced winemaking practices and procedures used by 
American wine producers, it fails to deal at all with the tariff and 
many of the nontariff barriers such as the minimum reference 

-price. As a matter of fact, one major California producer has had to 
pay almost $400,000 in additional countervailing duties under this 
system in the past 3 years on wine. That is clearly more than 
double the minimum reference price. Nineteen other wine-produc 
ing countries have received waivers from the system, but until this 
instant legislation was introduced, our Trade Representative re 
fused to even request a waiver. I am not sure whether that has 
been done yet or not.

As you can see, we have not been very successful in pursuing the 
traditional remedies for our problem.

Mr. Chairman, and members of the subcommittee, in conclusion, 
I am here today in support of this legislation as the remedy badly 
needed by the wine industry. The serious problem faced by this 
sector of the U.S. economy can only be resolved by an equitable 
and fair solution equitable and fair which you can provide as 
the court of last resort.

It is alleged by some that our problems occur primarily because 
of economic conditions and the strong value of the dollar. While ex 
change rates, as I have indicated earlier, may have exacerbated the 
situation, trade imbalances and the lack of willingness of our trad 
ing partners to allow access to their markets are historic and will 
not be corrected through fluctuations in economic conditions.

For all of the above reasons, we seek this subcommittee's positive 
response to our request for favorable action on this legislation to 
permit us the opportunity to market our product abroad. And that 
is all we seek.

Mr. Clawson and I are available to respond to any questions, Mr. 
Chairman, you or members of the subcommittee may have.

[The prepared statement follows:]
STATEMENT ON BEHALF OF WINE INSTITUTE PRESENTED BY ARTHUR H. SILVERMAN,

WASHINGTON COUNSEL,
My name is Arthur H. Silverman. I am Washington Counsel for Wine Institute, 

the trade asssociation of the California wine producers. We now have 472 member 
wineries. California-produced wine accounted for 68.6 percent of all wine, and ap 
proximately 92 percent of U.S. produced wine, entering distribution channels in the 
United States in 1982.1 am accompanied here today by Mr. James B. Clawson, who 
is acting as consultant to the Wine Institute on trade matters.

Our statement addresses the need for this specific legislation, states why a sector 
approach is preferable and gives examples of the barriers that are restricting trade.
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I. THE NEED FOR LEGISLATION TO INSURE ACCESS TO FOREIGN MARKETS FOR U.S.
PRODUCED TABLE WINE

A. General purposes
Historically, there has been a substantial imbalance in international wine trade 

resulting from the easy accessibility enjoyed by foreign wines in the American 
market. The U.S. wine consumer has beneutted over the years from a wide variety 
of choice in type, quality, and price. The U.S. wine industry is dependent on the 
consumer and has absolutely no desire to restrict the wide range of wines available 
in the American Market. The industry continually strives to improve its product 
without an increase in price. The sole purpose of the Act is to achieve equity and 
fairness in international trade by encouraging export of U.S. produced wines. This 
will occur by achieving harmonization, reduction and elimination of tariff and non- 
tariff trade barriers so that American wines will be admitted into a foreign country 
on the same fair and equal basis as the wines of that country are admitted into the 
United States. We feel that the consumers in other countries should enjoy the same 
wide choices that are enjoyed in the U.S.

Unlike the wine industries in many foreign nations, the U.S. wine industry re 
ceives no government aid or subsidy. A recent Department of Agriculture study has 
confirmed that substantial subsidies are provided to the Italian wine industry which 
makes it possible for those wines to be unfairly sold at less than normal market 
prices in the U.S.

The U.S. wine industry considered seeking legislative prohibitions to the importa 
tion of subsidized wine. Such action would be protectionist and would restrict the 
consumer's choice. It should be emphasized that the American wine industry is con 
cerned only with achieving the opportunity to export its product world-wide and has 
no desire to restrict availability of imports in the American marketplace.

Depsite the fact that American wine has achieved worldwide recognition among 
wine experts, everywhere the U.S. wine producer seeks to market his product 
abroad, he is faced with a maze of restrictive and prohibitive tariff and non-tariff 
barriers. In 1982, for example, foreign wines with a value of $781 million were im 
ported into the U.S. while the value of U.S. wine exports amounted to only $38 mil 
lion. This resulted in a trade deficit for wine alone of $743 million 2.1 percent of 
the entire U.S. trade deficit. While the change in currency exchange rates has exac 
erbated the problems, the imbalances are historical. The wine deficit in 1981 was 2.6 
percent of the entire trade deficit.
B. History of industry efforts to seek access to foreign markets

The U.S. tariff rate for bottled table wine, post-Prohibition, was $1.25 per gallon. 
At the request of France, this rate was reduced to $0.075 per gallon effective June, 
1936, and as a result of trade negotiations in Geneva, the tariff rate was again re 
duced to $0.040 per gallon in 1948. The multilateral trade negotiations in the 1950's 
further reduced the tariff to $0.375 per gallon where it has remained to this day.

In the two most recent mulli-lateral trade negotiations, the Kennedy round of the 
1960's and the Tokyo round of the 1970's, the wine industry requested the United 
States trade representatives to seek reduction from our trading partners in the 
tariff and non-tariff barriers to the importation of U.S. wine. The U.S. was unsuc 
cessful in both negotiations in obtaining greater access to foreign markets for U.S. 
produced wine. The concerns of the industry over the continued imbalance and in 
equities surrounding wine trade have been brought to the attention of the Executive 
Branch and to the Congress. In testimony to this Committee in June and July of 
1968, Wine Institute pointed out that the Kennedy round" concerned itself primar 
ily with tariff rates, not non-tariff barriers. Significant reductions were not obtained 
in either tariff or non-tariff barriers for U.S. wine products and there was little like 
lihood of a change in the trend of increasing imports. (See Report of Hearings Before 
the Committee on Ways and Means, House of Representatives "Foreign Trade and 
Tariff Proposals, 90th Congress, Second Session, Part 7," June 1968.)

In 1975, Wine Institute prepared extensive materials for the Trade Representative 
outlining the tariff and non-tariff barriers on a country-by-country basis. These were 
presented to the Government, along with the request that the Tokyo round of trade 
negotiations address those problems restricting U.S. access to foreign wine markets. 
Our Trade Representative did request discussions with a number of trading part 
ners, and some concessions were negotiated with Iceland, Sweden, and Japan. In the 
case of Japan, the tariff reductions were minimal, leaving one of the highest tariffs 
of any of the U.S. trading partners. Iceland, with a population of less than 300,000 
cannot appreciably affect U.S. exports and Sweden maintains strict internal con 
trols with its state run liquor monopoly.

30-600 0-85-6
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By comparison, the U.S. granted a major concession to our trading partners in the 
alcoholic beverage sector of a change in the computation of the excise tax on alco 
holic beverages from wine-gallon to proof-gallon. This was in response to a particu 
lar request from the EEC whose producers benefited from the concession. Because of 
this concession with no compensation in return for the alcoholic beverage industry, 
we were told by the Administration at that time that some action would be taken to 
address the many barriers to the alcoholic beverage trade. The study mandated 
under Section 854 of the 1979 Trade Act is part of that action. The results of that 
study indicated that there are substantial barriers to trade in wine but, since its 
release in 1981, absolutely no action had been taken to reduce those barriers until 
the proposed legislation was introduced.

The Wine Institute understands the principles of multilateral trade negotiations. 
We know that concessions are given in one sector in exchange for concessions from 
a trading partner in another sector of the economy. We also expect that, over time, 
the various exchanges and agreements should "even out" and that no particular 
sector of a country's economy should continue to be "short-changed" or left out of 
the process. Wine Institute'feels that in more than a quarter of a century of trade 
negotiations, it has seen concessions granted to foreign countries giving greater 
access to the U.S. wine market with virtually no similar concessions granted by 
those countries in return. As the statistics point out, the international trade in wine 
has become inequitable.

It is not the intent of this legislation to establish protection. To the contrary, the 
wine industry is merely seeking its turn for attention from its representatives in the 
federal government. It is seeking the harmonization and simplification of those 
many restrictions faced by exporters of wine products. We are told the Executive 
Branch does not feel it can adequately negotiate the reduction of these barriers 
without a new negotiating mandate and authority. Without creating another major 
"multilateral trade negotiation" it is the intention of the wine industry in support 
ing this legislation to provide that mandate and authority and to seek what is right 
fully its turn at bringing to the attention of the world trading community what has 
been a long-standing inequity in equal access to markets for table wine.

C. Markets and imbalances
Total table wine consumption in the United States for 1982 was 396,867,000 gal 

lons. This was an increase of approximately one percent over 1981. Of the table 
wine consumed in 1982, 105 million gallons or 26.5 percent of the consumption was 
wine imported from foreign countries. Imports reflect an increasing percentage of 
total market share. The import market share on consumption in 1976 was 20.2 per 
cent up from 6.3 percent in 1959. Figure 1 will give the history of the growth of 
wine entering distribution channels in the United States and the cprresponding 
growth in imports.

By comparison, the total wine exports for 1982 were 9 million gallons, which was 
a 14 percent decrease over 1981. This has occurred in spite of strong consumption 
growth in markets such as Germany, the U.K., Switzerland, the U.S.S.R., Canada, 
and Japan.

In 1982, EEC countries (mainly Italy, France and Germany) exported about 20 
percent more wine than 1981 (8.9 million hecto-litres in 1981, and 10.4 million in 
1982). Exports to the United States from EEC countries accounted for about 38 per 
cent of total EEC wine exports in 1982. U.S. exports to EEC countries dropped 
almost 15 percent for the similar period. This drop occurred after the U.S. had in 
creased exports to EEC countries the previous year (1981 over 1980) by 102 percent.* 
Exports of U.S. wine to Canada dropped 19.3 percent in 1982 while Canadian im 
ports from EEC countries increased 20 percent. The U.S. wine industry feels these 
statistics are a reflection of the continuing effect of high barriers to U.S. wines.
D. Barriers to U.S. wine exports

U.S wine producers operate at a disadvantage in competition with other wine pro 
ducing countries in foreign markets. To quote a government-conducted study com 
pleted under Section 854(a) of the Trade Agreements Act of 1979:

"Of the government-imposed obstacles to wine trade, tariff and nontariff barriers 
are both significant. Tariffs and internal taxes combined are frequently a prohibi 
tive factor for the importer of U.S. wines. Examples of countries with high tariffs

' Sources: EUROSTAT, Wine Institute, Bureau of Alcohol, Tobacco and Firearms, U.S. Treas 
ury Department and Bureau of the Census, U.S. Department of Commerce.
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are Japan, Korea and Sweden. In contrast, U.S. tariffs and taxes are among the 
lowest of the world's wine producers.

"Nontariff barriers which hamper U.S. exports of wine include certification re 
quirements (e.g. European Economic Community (EEC), Mexico, Venezuela), license 
and quota systems (e.g. Austria, Switzerland, New Zealand), government/provincial 
monopolies (e.g. Canada, Sweden), and process, bottling and labeling requirements 
(present to some degree in all producing countries). The industry has also com 
plained about customs delays for U.S. wine shipments, and the EEC reference price 
system for wine."

The allegation has been made that the U.S. wine industry has been primarily in 
terested in protecting its home markets and has "made no effort to expand- ex 
ports". Nothing could be further from the truth. Table 1 reflects the trade history of 
wines since 1950. As the industry has matured its exports have increased. Growth 
would have been much greater but for the institutional barriers restricting access to 
other markets.

II. NEED FOR SECTOR APPROACH

The Wine Equity Act provides the President the authority to negotiate the reduc 
tion and elimination of tariff and nontariff trade barriers so as to provide United 
States produced wines fair and equal access to foreign markets. Under this legisla 
tion, the President is authorized, if he finds a country refuses to reduce or eliminate 
its barriers to U.S. wine, to impose on wines imported into the United States from 
that country the same tariff and non-tariff restrictions that are applied by that 
country to U.S. wines when imported into that country. As pointed out in this testi 
mony, the history of action on the part of the Executive Branch on behalf of the 
wine industry to reduce barriers in foreign countries has not been good. It seems 
that there is always another "more important sector of the economy" that needs 
attention. If the wine industry were to await another multi-lateral round of trade 
negotiations or the enactment of reciprocity-type legislation, it is believed that, once 
again, wine would receive a low priority and would have to take a "back seat" to 
the problems of the "smokestack" industries in the United States.

The wine industry does not have similar problems. The equipment and techniques 
used in wine production are the most modem and efficient in the world. Given fair 
market conditions (i.e. equivalent tariffs, non-tariff barriers, elimination of subsi 
dies, etc.), the U.S. industry will prove itself as more competitive than other produc 
ing nations. As certain legislation has been needed in the past several decades to 
bring to the attention of governments the interests of minorities, e.g. civil rights, 
environmental protections, small business, etc., this sector legislation is needed to 
direct the attention of governments to the problems of one of the small but impor 
tant sectors of the economy.

In addition, a sector approach can be helpful because trade issues have become 
complex, difficult to understand, and even somewhat mysterious. This has caused a 
chilling effect on the efforts to seek solutions to trade problems. During the GATT 
Ministerial meetings of November, 1981, officials seemed to walk away from prob 
lems because they are so difficult. Perhaps if our trade problems could be dealt with 
in smaller, one-at-a-time sector issues, the solutions may be easier to obtain. For ex 
ample, the United States for a number of years has had difficulty with the Europe 
an Community's common agricultural policy. The minimum reference price system, 
labeling, certification and other regulations applied to wine are part of that overall 
agricultural policy. If the U.S. were to address the reference price system as it re 
lates to U.S. wines to seek an accommodation, the Community may be more willing 
to make adjustments for this sector rather than make major changes to the entire 
system. We have tried the comprehensive multi-sector approach, and while it may 
have worked in the past for some, it is not working today for wine. We already have 
a sector approach :n international trade through the various commodity agreements 
in sugar, coffee and textiles etc. Special attention is sometimes the only way to re 
solve a problem.

Finally, a sector approach responds to the intent of Congress as stated in the 1979 
Trade Act, when Section 854 was included. Trade in alcoholic beverages was identi 
fied as an issue in need of special attention. The Wine Equity Act fulfills that Con 
gressional intent.
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HI. SPECIFIC EXAMPLES OF TARIFF AND NONTARIFF BARRIERS

A. Mexico
1. Tariff and non-tariff barriers have virtually prohibited the development of 

Mexico as a market for U.S-produced wines. The tariff is 53.5 percent ad valorem 
and is based on the "official" or invoice price, whichever is higher. The official price 
is that established by the established by the government. In addition to the tariffs, 
there is a bottling tax of 10 percent, a 5 percent ad valorem stamp tax, and a luxury 
tax of 17 percent.

2. In non-tariff measures, in addition to the label and certification requirements 
which are similar to many other countries, there is a quota. Imports are restricted 
to approximately 400,000 cases total.'of which the U.S. share is approximately 25 
percent. The administration of the quota also raises some questions since one Cali 
fornia producer has been unable to get authority to ship even one case in over two 
years.
B. Argentina

The administration of the regulations in Argentina effectively precludes the ship 
ment of any U.S. wines. The tariff on bottled wine is 38 percent ad valorem, and the 
value added tax is 10 percent. There are labeling requirements, but the certification 
requirement, which must be obtained from the Argentine authorities proving that 
the chemical composition conforms to Argentine standards is the most difficult with 
which to conform. In order to obtain the certificate, three samples must be taken 
from each shipment aftor the merchandise reaches port. We understand that fre 
quently the wine is found in non-conformance to the standard. The problem could 
be adjusted but the cost of returning the shipment to the United States and then re- 
shipping is prohibitive. No shipper is willing to continue exporting under those con 
ditions.
C. Canada

Canada is one of the few countries with a tariff lower than that in the United 
States. It is $0.24 per gallon, but the excise tax is $1.05. The major problems in 
Canada are the non-tariff measures. For example, the listing and mark-up policies 
of the provincial liquor control boards are used to limit sales of U.S. wine. As re 
ported in the U.S. government's 854 alcoholic beverage study:

"Provincial liquor control boards have discretion as to whether or not to accept a 
product for sale and have complete control over product display. Only Alborta and 
Prince Edward Island stock American wine:) in numbers comparable to their Cana 
dian and European competitions. More typical is Ontario which lists 33 U.S. table 
wines along side 223 Canadian and 212 French items. Foreign wines that are listed 
can be displayed only in the single bottle size and, those that fail to achieve a "satis 
factory" level of sales, are de-listed. The Quebec Liquor Corporation is itself a 
bottler and marketer of "Quebec" wii « which are mainly wines imported from 
Europe in bulk. These wines enjoy sole access to grocery store outlets in the Prov 
ince.

Mark-up difficulty varies from province to province. The most significant differen 
tial occurs in the two major wine-producing provinces. In Ontario, imported wines 
are marked up approximately 125 percent, while domestic Ontario wines are 
marked up about 50 percent, Wines from other Canadian provinces are marked up 
approximately 100 percent. In British Columbia, imported wines, including wines 
from other Canadian provinces, are marked up 100 percent, while British Columbia 
wines are marked up only about 40 ijercent. Since the liquor control boards have 
complete discretion on pricing, these policies can effectively close a market to U.S. 
wines while allowing both Canadian and European wines to sell freely.
D. Egypt

As a domestic market, Egypt is not particularly significant. However, there are 
more than 1 million tourists visiting Egypt annually, and the number is growing. 
The tourist hotel and restaurant market is worth developing. Similar markets occur 
in the Caribbean where the Bahamas and the Netherlands Antilles import far 
beyond normal domestic consumption.

The duty on wine in Egypt is 1800 percent ad valorem. In addition, there are cer 
tain other duties that vary from tirce to time, such as an economic development 
duty, consumption duty, and a military duty. In 1982, these amounted to approxi 
mately anothsr 80 percent ad valorem. Recently, one U.S. exporter shipped 40 cas«o 
Lo Egypt as samples for several of the hotels in the area. The initial duty levied on 
the shipment w T in excose sf $9,000 (U.S.).
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E. Australia
The tariff for table wine in Australia is approximately $1.00 per gallon. There is 

also a 15 percent sales tax that is levied on imported wines but not on domestic 
wines.

F. Hong Kong 
The tariff in Hong Kong is approximately $5.00 per gallon and there are no taxes.

G. Philippines
The tariff on table wine in the Philippines is 50 percent ad valorem, and there are 

strict quota/currency controls. The central bank allocates approximately $12 million 
annually for the importation of alcoholic beverages.
H. Singapore

Singapore is similar to the Caribbean islands and Egypt in that it has a substan 
tial tourist trade. The tariff is currently reported to range between $5.00 and $44.00 
per gallon depending upon the type of wine.

/ Japan
The current tariff on table wine is 280 yen per litre or 55 percent ad valorem 

whichever is less subject to a 199 yen per litre minimum. The maximum tariff rate 
at today's exchange rate works out to approximately $4.50 per gallon. The high 
tariff rate puts U.8. produced wine in the luxury wine category. The excise tax is 
then 50 percent ad valorem. In addition, there are a number of non-tariff barriers 
including labeling, certification and testing requirements.

J. European Economic Community
There are ten countries currently members of the European Economic Communi 

ty (EEC). Even though each country administers the import laws, they are governed 
by a common external tariff. The rate for table wine is 14.5 European currency 
units (ECU). An ECU is not an official currency, so each country reflects the tariff 
rate established periodically by the EEC. That rate results in a current (September, 
1983) U.S. dollar range of approximately 45 to 55 cents per gallon, depending on the 
country.

In addition to the tariff, there are a number of non-tariff barriers that effectively 
reduce or prohibit the importation of U.S. wines. These include a minimum refer 
ence price system, certain labeling requirements, and internal marketing and distri 
bution system.

IV. CONCLUSIONS

In July, 19S3 the United States and the European Economic Community signed 
an agreement that provides long overdue recognition by the EEC of various ad 
vanced winemaking practices and procedures used by U.S. wine producers. The 
accord provides for mutual recognition of certification requirements, refers to geo 
graphical designations on origin of wine, provides acceptability of mutual wine la 
beling requirements, and calls for cooperation on international fraud negotiations.

The agreement took nine years to negotiate and only covers a small technical por 
tion of the existing barriers. The accord fails to deal with semi-generic designations, 
ion exchange, minimum reference price and other barriers. The industiy is happy 
with the results obtained but the accord does not remove the major burdens facing 
the U.S. wine producer in the EEC. It fails to deal with the many tariff and non- 
tariff trade barriers, such as reference price, license and quota systems. It took too 
long to gain so little.

To obtain the equity in international wine trade with the EEC and the many 
other potential wine markets of the world, the Wine Equity Act is needed. It will 
encourage the expert of U.S. produced wines by achieving harmonization, reduction 
and elimination of tariff and non-tariff trade barriers so that American wines will 
be admitted to a foreign country on the same fair and equal basis as the wines of 
that country a>-e admitted into the U.S.
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FIGURE 1
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TABLE 1 
U.S.

WINE EXPORTS HISTORY 
(gallons OOOs)

YEAR ITALY PRANCE GERMANY PORTUGAL SPAIN CANADA

18.8
192.2
265.1
461.3
991.4

4,612.7
5,547.5
4,476.7

*
**
**
**
**

YEAR g.F.

0.019
0.367
5.5
NA
33,9

530.9
1,106.7

77.7

BELGICh/ 
LUXEMBURG NETHERLANDS

0.096 
0.744 
NA 
NA 
29.6 

225.5 
345.8 
225.3

0.398
*
*
*

10.8
82.0
123.6
35.0

DENMARK

* 
*
*
*

0.7 
26.8 
70.1 
111.4

IRELAND

0.274

*
__
0.0 

65.9 
90.7 
49.8

JAP.AN

21.3
5.6
14.3

116.0
150.9
207.3
243.5
278.2

TOTAL WINE EXPORTS

1950
1960
1970
1975
1978
1980
1981
1982

184.3
275.6
424.9

1,229.2
2,485.0
7,869.0
10,582.8
9,102.4

Change Over Previous 
Years 4'- Percent

+ 49 
+ 54
M89 
1-102 
+216 
+ 34 
- 14

Less than 0.1 
Less than 17.0
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TABLE 1 
(continued)

U.S.
WINE IMPORTS HISTORY 

(gallons OOOs)

YEAR ITALY FRANCE GERMANY PORTUGAL SPAIN

1950
1960
1970
1975
1980
1981
1982

728
1,926
3,771
11,883
59,545
66,287
70,107

643
2,041
6,675
7,412
13,294
17,539
20,339

124
901

2,764
6,103
11,874
13,275
13,482

10
116

3,890
6,716
5,798
5,505
5,188

26
152

2,084
4,163
7,469
7,150
7,693

YEAR ARGENTINA CHILE

1950
1960
1970
1975
1960
1981
1982

15
124
177
192
189

175
49
97
18

225
275
290

TOTAL WINE IMPORTS

1970 20,448
1975 39,070
1980 102,507
1981 114,713
1982 122,089

Change Over Previous 
Years +/- Percent

+ 91 % 
+ 162 % 
+ 12 % 
+ 6 %
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SUMMARY STATEMENT
My name is Arthur H. Silverman. I am Washington Counsel for Wine Institute, 

the trade association of the California Wine producers. We now have 472 member 
wineries. California-produced wine accounted for 68.6 percent of all wine, and ap 
proximately 92 percent of U.S. produced wine, entering distribution channels in the 
United States in 1982.1 am accompanied here today by Mr. James B. Clawson, who 
is acting as consultant to Wine Institute on trade matters.

The wine industry of the United States depends on the American consumer. The 
industry continually strives to improve its product without an increase in price. It is 
acknowledged by wine experts worldwide that the quality continues to improve and 
California wines in particular are as competitive as any found in the fine wineries 
of Europe.

The U.S. market is an open and growing market. Over the past several years the 
supply for this increased growth has been provided almost entirely through a rise in 
inexpensive imports. The domestic industry is not interested in controlling imports 
or in imposing an additional duty that would increase the price to the consumer. 
Nor does the industry seek any special treatment of any kind in the American 
market.

On the other hand, a recent study concluded by the Department of Agriculture 
confirmed that substantial subsidies are being provided by foreign governments to 
their wine producers. The study looked particularly at Italian producers whose prod 
ucts make up the bulk of U.S. wine imports.

While many U.S. producers and growers are concerned about the unfair trade ad 
vantages resulting from the subsidies, the proposed legislation deliberately does not 
speak to the subsidy question. The purpose of this legislation is not to impose addi 
tional duties or erect non-tariff barriers to wine entering the United States. The leg 
islation is solely intended to improve access to foreign markets so that American 
wines will be admitted into a foreign country on the same fair and equal basis as 
the wines of that country are admitted into the United States. Thus, this legislation 
may be aptly described as an export equity and fairness bill.

Wine has been a major commodity of trade since the beginning of time. With the 
exception of Prohibition, the United States has always imported wine. Domestic pro 
ducers have historically produced most of the wine consumed in the United States 
and as the domestic industry has matured, it has sought to market its p;oducts 
abroad in much the same way as foreign producers have freely marketed the./ prod 
ucts here.

Historically there has been a substantial imbalance in international wine trade. 
This results from the easy accessibility enjoyed by foreign wines in the American 
market, which is in direct contrast to the export position of the U.S. wine industry 
in virtually every existing or potential foreign wine market. The United States has 
the lowest tariff on table wine of any significant wine-producing country. The U.S. 
imposes no non-tariff trade obstacles to the entry, distribution and sale of foreign 
wines. Foreign wines move freely in the American market, subject only to the same 
laws and regulations which apply to American wines. By contrast, many other in 
dustrialized countries impose duties on American-produced wines at least double 
that of the United States, with some ranging as high as Japan's $4.50 per gallon. In 
many potential foreign wine markets, non-tariff barriers are even more formidable 
than tariff barriers. A study completed by the Executive Branch of the government 
and submitted to Congress in 1981 substantiated that countries such as Mexico, 
Brazil, Argentina and Chile maintain virtual prohibitions to U.S. wines through sys 
tems of licensing, testing, quotas and certification. Other markets such as Canada 
and the European Economic Community maintain internal regulations, such as 
minimum reference prices and product mark-up systems, that discriminate against 
U.S.-produced wines.

The effect of these foreign tariff and non-tariff barriers is reflected in the U.S. 
trade deficit. For example, in 1982 foreign wines with a value of $781 million were 
imported into the U.S. while the value of U.S. wine exports amounted to only $38 
million. The result was a trade deficit for wine alone of $743 million 2.1 percent of 
the entire U.S. trade deficit. Over 122 million gallons of imported wine were con 
sumed in the U.S. in 1982 while merely 9.1 million gallons of U.S. wine was sold to 
foreign markets, almost half of which went to one country Canada.

For the past 15 years the American wine industry has actively sought to improve 
its export position. We have repeatedly petitioned the Trade Representative of the 
United States to seek that removal of foreign barriers to U.S. wines. While conces 
sions have been granted to our foreign trading partners in the wine and other alco 
holic beverage sectors in multi-lateral trade negotiations, very little has been done
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to obtain access to those foreign markets for U.S. wines. For example, the U.S. duty 
on table wine has been reduced from $1.25 per gallon to its present 37.5 cents per 
gallon. In the recent Tokyo round of negotiations, at the request of the European 
Community, the U.S. system was changed for the collection of excise taxes on alco 
holic beverages making it more favorable for alcoholic beverages imported into the 
United States. In return, the U.S. wine industry again received no real concessions 
in reducing or eliminating tariff or non-tariff barriers.

The American wine industry has the ability to substantially increase its exports 
abroad. Inventories for all wines at the end or June this year exceeded 500 million

5aliens more than a year's supply for the domestic market. Thus the U.S. wine in- 
ustry finds itself in a paradoxical position: we are willing and able to export sub 

stantial quantities of wins to foreign markets, but we are prohibited from doing so 
by many of the very same countries that ere freely selling their often subsidized 
wine in the totally barrier-free American marketplace.

Because of the great imbalance in trade, the industry was led to believe by gov 
ernment officials that positive actions would be taken to remedy this inequitable sit 
uation. The 1979 Trade Act submitted by the Administration included provision for 
the alcoholic beverage study previously mentioned. This 1981 study concluded that 
"tariff and internal taxes combined are frequently a prohibitive factor for the im 
porter of U.S. wines." When the industry asked the Trade Representative what 
could be done to correct the situation, it was told that the President had no author 
ity to negotiate with foreign countries the removal of these barriers.

Mr. Chairman, the U.S. wine industry rightfully should be requesting its govern 
ment to move against subsidized wine imports and other unfair trade practices. But 
because such an undertaking might be preceived by some as "protectionist", we de 
clined to pursue this approach. The industry could also wait patiently for another 
round of multi-lateral trade negotiations and again present its case for relief, as it 
has done in the last three rounds of negotiations. The past history of lack of success 
and broken promises dictates that this course would not be fruitful.

The industry could also press for continued bi-lateral consultations in hopes of 
getting some results. The recently signed EEC-U.S. wine accord is such an example. 
It took nine years to conclude and while it provides long overdue recognition by the 
EEC of various advanced winemaking practices and .procedures used by American 
wine producers, it fails to deal with the tariff and many of the non-tariff barriers 
such as the minimum reference price. One major California producer has had to pay 
almost $400,000 in additional countervailing duties in the past three years under 
this system on wine that is clearly more than double the minimum reference price. 
Nineteen other wine producing countries have received waivers from this system, 
but until this legislation was introduced, our trade representative refused to even 
request a waiver. As you can see, we have not been very successful in pursuing the 
traditional remedies for our problem.

Mr. Chairman, and members of the Subcommittee, I am here today in support of 
this legislation as the remedy badly needed by the wine industry. The serious prob 
lems faced by this sector of the U.S. economy can only be resolved by an equitable 
and fair solution provided by you as the court of last resort. It is alleged that our 
problems occur primarily because of economic conditions and the strong value of the 
dollar. While exchange rates may have exacerbated the situation, trade imbalances 
and the lack of willingness of our trading partners to allow access to their markets 
are historic and will not be corrected through fluctuations in economic conditions. 
For all of the above reasons, we seek this Subcommittee's positive response to our 
request for favorable action on this legislation to permit us the opportunity to 
market our product abroad.

Mr. Clawson and I are available to respond to any questions you may have.
Thank you'.

Chairman GIBBONS. All right. Let us take the rest of the wit 
nesses. 

Mr. Weidert.

STATEMENT1 OF JOHN WEIDERT, PRESIDENT, AMERICAN GRAPE 
GROWERS ALLIANCE FOR FAIR TRADE

Mr. WEIDEHT. Thank you, Mr. Chairman.
I am John Weidert, president of the American Grape Growers 

Alliance for Fair Trade, which is a very recently established orga-
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nization to represent and work with grape growers across the coun 
try on matters dealing with international trade.

The alliance represents growers, grower organizations, coopera 
tives at this point, and we are still also in the formative stages.

Our growers produce grapes for wine, for table use, and for rai 
sins primarily, and in some States also for other grape products as 
well.

So we look at this thing from the perspective of the producer out 
there with a vineyard who is getting squeezed and is concerned 
about the economic health of the industry, and, in fact, perhaps the 
survival of the industry if there are not some corrections made in 
our course.

Now, the Wine Equity Act in our opinion represents an impor 
tant step toward alleviating the problems that are confronting the 
grape industry today. In 1982, last year, the foreign wine imports 
accounted for $781 million as compared to our wine exports which 
were valued at about $38 million, and if my elementary math is 
correct, that would mean that about 2 percent of our trade deficit 
is made up in wine. So it is a significant, albeit perhaps it might 
look small, but it is a significant part of our national problem.

The Wine Equity Act would help to cure some of this current 
trade imbalance. The act calls for the President, as we heard earli 
er, to reduce the tariff and the nontariff barriers that are being ap 
plied to our wine exports. And if the President is unable to equal 
ize these trade barriers, then he would be required to raise our 
tariff and nontariff barriers to levels that are equally or substan 
tially equivalent to those of our trading partners.

Now, perhaps it is a tough approach, but we feel that you come 
to the point where you have to do something to survive, and you 
have to use a variety of tools to do it. In our opinion, the Wine 
Equity Act is a partial solution to the problem. We think also, how 
ever, that there are some other things that should be considered.

We are confronted with a serious and a growing problem from 
subsidized wine imports. Although the U.S. wine industry has'bene- 
fited in the past from the expansion of our domestic market, in 
recent years the subsidized imported table wines continue to cap 
ture a larger and a larger share of our U.S. consumption market. 
As a result, inventories of domestic wines have increased substan 
tially, and grape grower prices at the same time, as a result, have 
declined sharply. Last year the average price of grapes crushed for 
wine dropped almost 25 percent from the year before, and a fur 
ther decline is expected by the time the figures are all in this year. 
Fewer Thompson seedless grapes, which are grown in California 
primarily, are being crushed by the wineries, and that means that 
a larger volume of those grapes are being forced into the domestic 
raisin market. And therein we have another problem, depressing 
the prices in that segment of the market.

Together these factors have created one of the most severe eco 
nomic periods in the history of the domestic grape industry in this 
country.

Now recognizing the serious state of the domestic grape industry 
Senator Wilson over in the Senate called upon the Department of 
Agriculture to do a study and perhaps you are somewhat familiar 
with that. The USDA study which was just recently released has
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concluded that due to a vast array of production and financial sub 
sidies European Community wine imports are enjoying a far more 
favorable economic position in our U.S. market today.

Close to a third of the growth in the U.S. market over the past 
decade has been filled by imported wines; 85 percent of the growth 
in U.S. imports has been from Italian wines, and they make up 
about 60 percent of last year's total imported wines. I think the 
French wines are up around 17 percent or so.

Numerous production and financial incentives according to that 
USDA study go into subsidizing the product as it comes into this 
country, incentives and subsidies that are unavailable to the farm 
ers and the industry in this country.

We are not asking for those kinds of subsidies. What we are 
asking for is an opportunity to compete on equal terms.

These subsidies that they are getting have undoubtedly influ 
enced the ability of the French and the Italian wineries to expand 
their penetration of our market. Further, these domestic subsidies 
have stimulated overproduction within the European Community, 
and as a consequence we have evidence now that the Economic 
Community is looking to overseas outlets for disposal of part of its 
surplus and particularly has targeted the United States where they 
see the greatest potential opportunity.

Now the domestic grape growers in this country are not seeking 
protection., Actually what we do not seek is protection from fair 
and effective competition.

We are willing to accept competition. However, we do seek a fair 
opportunity to market our product whether it be in our domestic 
market or in foreign markets. We do not feel that we should have 
to compete with unfair tariff and nontariff barriers nor do we be 
lieve that we should have to compete with subsidized imports.

The Wine Equity Act, therefore, as I indicated earlier represents, 
we think, an important part of a total solution. The American 
Grape Growers Alliance for Fair Trade applauds this committee for 
its action in moving forward on the Wine Equity Act.

We also feel that the committee should give serious consideration 
to the problems that are being caused to our domestic industry by 
these subsidized imports. Unless something is done the health of 
the industry will continue to be seriously threatened.

It comes down to the fact that our growers simply cannot com 
pete with the treasuries of the countries in the economic communi 
ty or any other foreign countries as far as that goes. Some people 
say, well, are some of the things that you are talking about or pro 
posing not tantamount to a trade war?

Well, I would submit to you that if you talk to some of the grape 
growers around the country who have a product to market that 
they would indicate to you that we are in a trade war now, that we 
did not start it, but if we do not do something about it we will be 
the victims of it.

So it is a matter of how long can you turn the other cheek and 
stand by and let this sort of thing take place before it is time, and 
we think now is the time for all of us to get together to look at all 
of the alternatives and to move forward on those that could poten 
tially correct the problems.
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We thank you for the opportunity to appear here today, Mr. 
Chairman.

Chairman GIBBONS. Thank you.
Mr. Stackhouse.
Mr. STACKHOUSE. Mr. Chairman, in the interest of time I shall 

summarize my testimony in favor of House Resolution 3795, the 
Wine Equity Act.

Chairman GIBBONS. We will have to ask you to get that micro 
phone a little closer.

Mr. STACKHOUSE. I respectfully request, Mr. Chairman, that the 
written testimony submitted  

Chairman. GIBBONS. Yes, sir. It will all be included.

STATEMENT OF NATHAN G. STACKHOUSE, JR., PRESIDENT, ASSO 
CIATION OF AMERICAN VINTNERS, ACCOMPANIED BY ROBERT 
F. SAGLE, GENERAL COUNSEL
Mr. STACKHOUSE. My name is Nathan G. Stackhouse, Jr. In addi 

tion to being an enologist or wine master of the Bernard D'Arcy 
Wine Cellars in Absecon, N.J., I am president of the Association of 
American Vintners representing 110 wineries in 27 States.

I am accompanied here by Robert F. Sagle, general counsel to 
the Association of American Vintners. I have a degree in enology 
from the University of California in Davis and 25 years' experience 
in this industry.

My written testimony highlights the historic and the present 
problem American winemakers have in being able to compete with 
foreign wine. While the U.S. provides a fair and open market for 
domestic and imported wine several foreign countries have sought 
to gain an unfair advantage over American wines by subsidizing 
che export of their wines to the United States while erecting tariff 
and nontariff barriers which prevent American wine from being 
marketed in their country.

As a result imported wine and particularly imported wine from 
Italy where subsidies abound has achieved a strong growth and a 
substantial share of the U.S. wine market. Conversely American 
exports have scarcely made any dent in foreign markets, and 
American wineries especially smaller wineries are stymied at 
almost every turn hi their efforts to develop export markets.

While I shall not quote the trade statistics showing continuing 
trade deficits attributable to wine dramatic increases in wine im 
ports and nominal, if any, increases in wine exports I feel com 
pelled to observe that the problem has been around for years and 
that no solution has been found in any legislative or diplomatic ef 
forts which have thus far been taken.

The President is seeking the entry of more American products 
into Japan, but what is he doing to get American wine into the 
Japanese market which has effectively excluded our wine by a 
$4.50 a gallon tariff. What has the special trade representative 
done to eliminate European tariff and nontariff barriers against 
American wine apart from resolving a few issues related to the no 
menclature and ingredients in the July accord with the European 
Economic Community.
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I would like to clarify that issue, Mr. Chairman. We are regulat 
ed as you know by the Bureau of Alcohol, Tobacco, and Fire Arms. 
Our regulations say what we are not permitted to do in wine 
making.

In the European Economic Community on the other hand regula 
tions say what they are permitted to do. If they do not say they are 
permitted to do it they say you are not permitted to do it.

It took us some years. I believe a member of your committee 
stated it was 9 years to resolve this issue to allow pur regulations 
to be accepted by the European Economic Community, 9 years, sir.

The answers to these questions hold no promise for the American 
wine producer. Mr. Chairman, 25 years ago when both you and I 
were far younger men there were less than 200 wineries in the 
United States.

Today there are over 1,000. This has been a substantial growth 
industry. We are now in a position to effectively challenge world 
markets with our products, and we are being totally stymied by it.

I would also like to point out that while a lot of this growth has 
come since 1979 the act of 1979 does not in effect delay our paying 
of exise tax as has been stated. We used to have to pay our exise 
tax by the third working day of the close of the report period.

The act of 1979 now gives us the leeway to pay that tax by the 
end of the reporting period, but we still have to pay our exise tax 
every 15 days. We might have a one time advantage or "use of our 
exise tax money" but it is a one shot deal.

The Wine Equity Act is our hope that fairness can be restored to 
the international wine trade. Foreign governments have had years 
to lower or eliminate their trade barriers and have taken no action 
in that direction.

They cannot now seriously be heard to protest having the same 
requirements imposed on their wine in our country as they impose 
upon our wine in their country. Mr. Chairman, we do not receive 
subsidies nor are we seeking a handout from the Government or 
from our fellow taxpayers.

We are seeking, and the Wine Equity Act provides, only an op 
portunity to compete on an equal basis in a fair and open market. I 
shall be happy to respond to any questions you or members of your 
subcommittee may have.

[The prepared statement follows:]
STATEMENT OF NATHAN G. STACKHOUSE, JR., PRESIDENT, THE ASSOCIATION OF

AMERICAN VINTNERS,
Mr. Chairman and Members of the Subcommittee:
My name is Nathan G. Stackhouse, Jr. I am the Winemaster of the Bernard 

D'Arcy Wine Cellars in Absecon, New Jersey, and the Presioent of The Association 
of American Vintners ("AAV"), a nonprofit association representing 110 wineries lo 
cated in 27 states. A current list of AAV members has been submitted as an exhibit 
to my written testimony. While AAV membership is diverse, ranging from small, 
family-run wineries to large corporations employing hundreds of people, we are 
unanimous in our strong support for H.R. 3795, the Wine Equity Act of 1983'.

I want, to make it perfectly clear at the outset that American winemakers do not 
seek, and the Wine Equity Act does not give, any subsidy or handout to American 
wineries. We are justifiably proud of our products, made without government fund 
ing or any other burden on our fellow taxpayers, and we seek only the opportunity 
to compete with our fellow winemakers throughout the world in fair and open mar 
kets, both here and abroad.
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The United States imposes the lowest tariff on imported table wine of any major 
wine producing country in the world 37 Mi cents per gallon. Moreover, the United 
States imposes no nontariff trade barriers against foreign wines, and both domestic 
and foreign wines move freely in our marketplace. Unfortunately, our enlightened 
attitude toward international wine trade is not shared by the rest of the world. 
Many foreign winemakers receive government subsidies, enabling them to sell their 
products in the United States at less than the cost of shipment alone. Many foreign 
governments are delighted to flood our fair and open market with their wines, but 
make it so difficult for American wines to enter their markets that most of our 
small and medium-sized wineries, and many of our larger wineries, have been dis 
couraged even from attempting to develop export markets. The result has been a 
steady growth of imported wine in the United States and virtually no development 
of our wine export markets abroad. For example, as we meet here one of our Wis 
consin members is trying to overcome the West German and United Kingdom bar 
riers to selling his wine in those countries, and a South Carolina member continues 
to be frustrated in his attempts to sell his wine in the Carribean.

Since 1967, the growth rate of imported table wines has been about triple that of 
domestic table wines in the United States. 1 In the first five months of 1983, domestic 
table wine enjoyed a modest growth of less than 1 percent from the similar period 
in 1982,* with imports growing by almost 11 percent. 3 For those first five months of 
1983, imported table wine amounted to more than 26 percent of all table wine sold 
in the United States, and over 58 percent of these imported wines were produced in 
Italy. 4 This substantial share of the table wine market has resulted not because of 
any demand for quality Italian wines. Rather, the market share is the result of the 
flooding of our market with inexpensive wine, appealing to consumers primarily be 
cause of its price, which can only be priced so low because it is subsidized by the 
Italian govsrnment.

As a winemaker, I recognize the need for a variety of wines in terms of quality 
and price in a fair and open market. Consumers who place price over all other fac 
tors in their selection of a wine are entitled to a choice of inexpensive wines, and 
both foreign and domestic wineries should compete to fulfill this market demand. 
When, however, the foreign wine is so heavily subsidized by the foreign government 
that it arrives in the United States after production, packaging, and shipment sell 
ing for less than the cost of the bottles alone, we seriously question whether the 
market is really fair.

A recent study made by the Department of Agriculture * has substantiated what 
American wineries have believed for years that Italian wines imported into the 
United States have been and are now being heavily subsidized by the Italian govern 
ment so that they may be shipped to and sold in the United States for a price far 
below the actual cost of production, packaging, and shipment. We believe that while 
'the Italian practice may be the most blatant and the most disruptive to the fairness 
of the domestic market, other foreign countries also subsidize, directly or indirectly, 
their wineries with respect to products exported to the United States. I respectfully 
suggest to this Subcommittee that the practice of granting such subsidies is unfair 
and tilts the market so greatly in favor of subsidized foreign wine that our Ameri 
can producers simply cannot compete or, over the long term, survive. Thus, we des 
perately need to be able to open up new, broader markets abroad for American 
wine. To accomplish this, we need the leverage the Wine Equity Act would provide.

There was much talk generated during the deliberations on and after the passage 
of the Export Trading Company Act of 1982 6 on the subject of the need to promote 
the export of'United States goods and services. It seemed that the Congress and the 
Administration were telling us that we must promote exports in order to survive 
and that the Export Trading Company Act was the vehicle by which we could final 
ly open up international trade. Those of us who looked past the promotional glitter 
to the cold, hard realities of international wine trade have discovered a continuing 
and unchanging exclusion of American products through tariff and nontariff bar 
riers which no recent legislative or Special Trade Repre tentative efforts have cur 
tailed. The President is seeking the entry of more American products into Japan 
where our wine is effectively excluded. We ask, "What is the President doing to get 
American wine into Japan? .

"The Wine Marketing Handbook 1983, pp. 66 and 98.
 National Association of Beverage Importers, Import Statistics, Sep. 6,1983.
>/d, July 7,1983.
4 /d, July 7,1983, Sep. 6,1983.
  The European Community's Assistance Programs for Wine, Oct. 5,1983.
 Pub. L. NoT97-290,96 Stat 1233.
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Studies show that while American wine exports have increased since 1975, such 
growth is mainly attributable to exports of bulk wine to Canada where it is blended 
with Canadian wine and sold as a product of Canada. ? Our supposed gains in the 
export market have been illusory, particularly in view of the fact that the share of 
the world-wide export market held by European countries increased from 77.5 per 
cent in 1970 to almost 95 percent in 1979 and shows no signs of any precipitous de 
cline. Figures for the 9-month period ending June 30, 1983, show that while bottled 
table wine production in the United States increased slightly over 1982 levels, bot 
tled wine exports declined over 17 percent.' If the American wineries are expected 
to remain viable through export, I respectfully suggest that our domestic wine in 
dustry may be in serious trouble. The 1982 trade deficit in wine alone amounted to 
nearly three-quarters of a billion dollars and accounted for over 2 percent of the 
total trade deficit. The statistics currently available suggest that the trend over the 
past several years will not reverse in 1983 or, indeed, anytime thereafter without 
your help.

American wines are clearly being discriminated against in foreign markets. Euro 
pean countries, often thought of only in terms of their wine exports, routinely ac 
count for over 70 percent of the world-wide wine imports, and vet American wines 
are scarcely able to make a dent in the European markets. Tariffs in the European 
Economic Community alone are double those imposed by the United States on im 
ported wine, and numerous nontariff barriers either exclude American products di 
rectly or make the cost of entry so great that we cannot complete on any equitable 
basis in any of those markets.

The Special Trade Representative is fond of pointing to the accord reached with 
the European Economic Community this past July as a demonstration of its efforts 
to negotiate reductions or eliminations in foreign trade barriers. Notwithstanding 
the fact that the accord, as limited in scope (essentially to ingredients and label no 
menclature) as it may be, is a step toward some reduction in trade barriers, the ne 
gotiators themselves readily admitted that many, many more issues remain to be 
resolved and that the participants are still far apart en some of the thorniest of 
those issues. We believe that such negotiations, while they still are a long way from 
achieving really meaningful reduction or elimination of the barriers erected against 
American wine, should nevertheless continue. The Wine Equity Act not only per 
mits such negotiations to continue, but also provides express authority for such ne 
gotiations and, by authorizing reciprocal trade measures, establishes a procedure 
which dramatically strengthens our negotiating position. Foreign governments have 
had many years to lower or eliminate their barriers. They cannot now seriously be 
heard to protest having the same requirements imposed on their wine in our coun 
try as they impose upon our wines in their country.

I began by telling the Subcommittee that American winemakers do not seek any 
handout or subsidy from the government or from our fellow taxpayers. I shall con 
clude by stating that all we want, and all the Wine Equity Act provides, is an oppor 
tunity to compete in a fair export market which has been stripped of tariff and non- 
tariff barriers which effectively exclude American wines. The Wine Equity Act is a 
reasoned, rational approach to a very serious problem which gives the Administra 
tion both the authority necessary to accomplish the goal and the flexibility to tailor 
reciprocal trade measures to those imposed by foreign governments. In short, the 
Wine Equity Act is a positive, workable step toward the goal of equity and fairness 
in international wine trade.

I greatly appreciate the opportunity to appear today before the Subcommittee and 
would be pleased to respond to any comments or questions you, Mr. Chairman, or 
any of the Members may have.

Chairman GIBBONS. Thank you, Mr. Stackhouse. 
Mr. Russell.

STATEMENT OF RANDY RUSSELL, VICE PRESIDENT, AGRICUL 
TURAL AND TRADE POLICY, NATIONAL COUNCIL OF FARMER 
COOPERATIVES
Mr. RUSSELL. Thank you, Mr. Chairman.
Mr. Chairman, being the ninth person to testify this morning in 

favor of the Wine Equity Act reminds me of my collegian baseball

7 coe Wine Institute and Department of Commer* statistics.
 Bureau of Alcohol, Tobacco and Firearms, Statistical Release, Sept. 12,1983.
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days where I was a catcher with a good glove and not much of a 
stick, so I know all about that batting ninth.

Mr. Chairman, my name is Randy Russell and I am vice presi 
dent of the National Council of Farmer Cooperatives. The national 
council is a nationwide trade association representing cooperative 
businesses which are owned and controlled by farmers.

The national council represents about 90 percent of the more 
than 6,200 local farmer cooperatives in the Nation with a combined 
membership of nearly 200 producers. Mr. Chairman, on behalf of 
our cooperative membership I want to thank you and the other 
members of the trade subcommittee for holding this hearing today.

It is indeed a pleasure to testify on behalf of the national council 
in support of the Wine Equity Act. In recent years the U.S. wine 
industry has gained worldwide recognition as a leader in producing 
high quality wines at reasonable prices.

However, despite this fact the industry has been unable to suc 
cessfully market U.S. wines overseas due to a number of restrictive 
and prohibitive trade barriers imposed by key foreign customers. 
The serious trade imbalances which historically had occurred 
within the U.S. wine industry is directly related to the easy accessi 
bility enjoyed by foreign wines into the U.S. market contrasted 
with the import barriers faced by American wine exporters.

The U.S. duties on imported table wines are among the lowest in 
the world averaging about 37.5 cents per gallon, and as has been 
pointed out this morning there are a number of countries which 
impose far greater duties such as Japan at $4.80 per gallon, the 
United Kingdom at 81 cents a gallon, West Germany at 77 cents 
per gallon.

In addition, U.S. wine is restricted from entering a number of 
key foreign markets due to the imposition of nontariff trade bar 
riers. Mr. Chairman, the U.S. wine industry is not asking for a sub 
sidy program aimed at increasing foreign consumption of U.S. 
wines.

However, the industry is asking that U.S. wines entering foreign 
markets be treated in the same manner as foreign wines that are 
entering into the United States. The Wine Equity Act introduced 
by Congressman Tony Coelho and cosponsored by 345 House Mem 
bers is aimed at addressing these inequities faced by U.S. wine ex 
porters.

Specifically, the bill requires the Office of the U.S. Trade Repre 
sentative to make a determination of all countries who produce 
and export wine. Following this determination USTR is directed to 
begin negotiations with each designated country in an effort to 
reduce the tariff and nontariff barriers to a level substantially 
equal to those imposed by the United States.

If the designated country does not reduce its tariff and nontariff 
barriers to such a level to those imposed by the United States 
within 180 days the President must impose tariff and/or nontariff 
trade barriers equal to those imposed by the designated country on 
U.S. wine entering its market. Mr. Chairman, the National Council 
of Farmer Cooperatives throughout its 54-year history has been a 
strong supporter of free and fair trade.

The Wine Equity Act is consistent with the council's philosophy 
of expanding U.S. agricultural exports by creating a fair trade en-

30-600 0-85-7



86

vironment for U.S. wine. For thia reason the National Council 
strongly supports the Wine Equity Act and encourages this com 
mittee's support of the bill.

In addition, Mr. Chairman, I would like to make a comment re 
lating to something said earlier this morning by Mr. Hathaway 
from USTR. He stated that the administration could not support 
legislation aimed at handling reciprocity initiatives on a case-by- 
case basis.

He referred to possible retaliation against U.S. agricultural trade 
sectors if this were done. Mr. Chairman, I would like to point out 
the fact that this is exactly what the administration has done in 
the area of agricultural trade over the last 12 months.

We have seen two basic initiatives take place ove^ the last 12 
months. One was an announcement of a wheat flour export subsidy 
program by the Department of Agriculture aimed at gaining back 
a large share of the U.S. flour market. The other was a 28,000 
metric ton dairy product sale to the Egyptians under the Public 
Law 480 program.

Secretary BiotV has stated in his own testimony time and time 
again before ui? -V "iculture Committee in both the House and the 
Senate that he wa»*ts to approach the issue of subsidies on a case- 
by-case basis and on a commodity-by-commodity basis.

I think this bill points out the fact that the wine industry defi 
nitely wants to compete on a fair and free trade basis, and because 
of this the national council is strongly in favor of the bill.

Thank you very much.
[The prepared statement follows:]

STATEMENT OF RANDY M. RUSSELL, VICE PRESIDENT, AGRICULTURE AND TRADE 
POLICY, NATIONAL COUNCIL OF FARMER COOPERATIVES

Mr. Chairman, my name is Randy M. Russell and I am vice president, Agriculture 
and Trade Policy of the National Council of Farmer Cooperatives. The National 
Council is a nationwide association of cooperative businesses which are owned and 
controlled by farmers. Our members handle practically every type of agricultural 
commodity produced in the United States, and market these commodities domesti 
cally and abroad. The National Council represents about 90 percent of the more 
than 6,200 local farmer cooperatives in the Nation, with a combined membership of 
nearly 2 million producers.

Mr. Chairman, on behalf of our cooperative membership, I want to thank you and 
other members of the Trade Subcommittee for holding this hearing today. It is 
indeed a pleasure to testify on behalf of the the National Council of Farmer Coop 
eratives in support of H.R. 3795, the Wine Equity Act

In recent years, the U.S. wine industry has gained worldwide recognition as a 
leader in producing high quality wine at reasonable prices. However, despite this 
fact, the industry has been unable to successfully market U.S. wines overseas due to 
a number of restrictive and prohibitive trade barriers imposed by key foreign cus 
tomers'

In 1982, total U.S. wine consumption reached 512 million gallons. However, wine 
imports of 122 million gallons made up about a fourth of all the wine consumed in 
the United States in 1982. In the case of table wines, which make up about 80 per 
cent of all the wines consumed in the United States, the import situation is even 
more dramatic.

The U.S. consumed 397 million gallons of table wine in 1982. Of this, 105 million 
gallons or 26.4 percent was imported. This represented a 14 percent increase in the 
level of foreign table wines that were consumed in the United States rrom just one 
year ago.

This large increase in wine imports has had a serious impact on the U.S. balance 
of payments. In 1982, the U.S. imports of foreign wines totaled $781 million, while 
the value of U.S. wine exports only reached $38 million. This led to a 1982 wine
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trade deficit of $743 million, which accounted for over 2 percent of the entire me- 
chandise trade deficit.

The serious trade imbalance which historically has occurred in the U.S. wine in 
dustry is directly related to the easy accessibility enjoyed by foreign wines into the 
U.S. market contrasted with the import barriers faced by American wine exporters. 
U.S. duties on imported table wines are among the lowest in the world, averaging 
3? V4 cents per gallon. This can be contrasted with the much higher duties imposed 
by other countries, including:

Japan $4.80/gallon.
United Kingdom $0.81/gallon.
West Germany $0.77/gallon.
France $0.69/gallon.
Italy-$0.67/gallon.
In addition, U.S. wine is restricted from entering a number of key foreign mar 

kets due to v'he imposition of non-terriff trade barriers. Examples of these include: 
certification requests (EEC, Mexico, and Venezula), license and quota systems (Aus 
tria, Switzerland and New Zealand) and government and provincial monopolies 
(Canada and Sweden).

These two disadvantages which U.S. wine exporters face in the world market 
were clearly pointed out in the U.S. Trade Representatives' study of the impact of 
foreign wine importers on the U.S. wine industry completed in 1981. The study 
stated:

"Of the government-imposed obstacles to wine trade, tariff and nontariff barriers 
are both significant. Tariffs and internal taxes combined are frequently a prohibi 
tive factor for the importer of U.S. wines. Examples of countries with high tariffs 
are Japan, Korea and Sweden. In contrast, U.S. tariffs and taxes are among the 
lowest of the world's wine producers.

Nontariff barriers which hamper U.S. exports of wine include certification re 
quirements (e.g. European Economic Community (EEC), Mexico, Venezuela), license 
and quota systems (e.g. Austria, Switzerland, New Zealand), government/provincial 
monopolies (e.g. Canada, Sweden), and process, bottling and labeling requirements 
(present to some degree in all producing countries). The industry has also com 
plained about customs delays for U.S. wine shipments, and the EEC reference price 
system for wine."

Mr. Chairman, the U.S. wine industry is not asking for a subsidy program aimed 
at increasing foreign consumption of U.S. wyies. However, the industry is asking 
that U.S. wines entering foreign markets be treated in the same manner as foreign 
wines that are entering into the United States. The Wine Equity Act, introduced by 
Rep. Tony Coelho, and co-sponsored by 345 House members, is aimed at addressing 
the inequities faced by U.S. wine exporters. Specifically, the bill requires the Office 
of the U.S. Trade Representative [USTR] to make a determination of all countries 
who produce and export wine. Following this determination, USTR is directed to 
begin negotiations with each designated country in an effort to reduce the tariff and 
nontariff barriers to a level substantially equal to those imposed by the United 
States. If the designated country does not reduce its tariff and nontariff barriers to 
a level equal to those imposed by the United States within 180 days, the President 
must impose tariff and/or nontariff barriers equal to those imposed by the designat 
ed country on U.S. wine entering its market.

Mr. Chairman, the National Council of Farmer Cooperatives, throughout its 54 
year history, has been a strong supporter of free and fair trade. The Wine Equity 
Act is consistent with the Council s philosophy of expanding U.S. agricultural ex 
ports by creating a fair trade environment for the U.S. wine industry. For this 
reason, the National; Council strongly supports the Wine Equity Act and encourages 
this Committee's support of the bill.

Chairman GIBBONS. Thanks to all of you. Before we go into dis 
cussion let roe point out for some who just recently entered the 
room an announcement that I made earlier. Oh, excuse me. We 
have one more witness, Mr. Gerold from Pennsylvania.

STATEMENT OF ARTHUR GEROLD, PRESIDENT, PENNSYLVANIA
WINE ASSOCIATION

Mr. GEROLD. My name is Arthur Gerold. I am the president and 
owner of Bucks Country Vineyards in New Hope, PA, and presi 
dent of the Pennsylvania Wine Association. While Pennsylvania is



probably at the moment not in a league with cur colleagues from 
New York and California it is a growing industry and the Wine 
Equity Act is a great concern to us.

In terms of production, of course, the Pennsylvania wineries are 
small hi comparison, and since we are small we are sensitive to 
changes in the economic conditions of the marketplace and while 
wine consumption in the United States has been increasing over 
the past few years most of that has been represented by the im 
ports of wine into this country, inexpensive foreign imports inci 
dentally. One of the reasons for the tremendous growth of imports 
is the "easy access foreign wines have to our American market.

The United States duty as everyone has pointed out on table 
wines is the lowest of any significant wine-producing nation in the 
world, and even though we are small and we are only 12 years old 
with the passage of the Farm Winery Act in 1970 which enabled us 
to start to even make wine in Pennsylvania we have not sought 
any special considerations or subsidies from our Government.

While I am not an international wine or trade expert I do not try 
to understand all of the international agreements and legal ma 
chinery that has brought us to our present difficult situation, I do 
know that given a fair market in which to compete American wine 
producers will be able to sell their quality products because we are 
suffering a difficult period with sales that are off and inventories 
that have been inordinately high and because it just does not seem 
fair to me that the United States should be such an open and free 
market for producers from all foreign countries.

In return our exporters are faced with a maze of complicated 
rules and regulations which makes importing and exporting almost 
virtually impossible. I urge your positive support for this Wine 
Equity Act.

We need to send a message to our foreign trading partners that 
we expect international trade to be as fair as well as free.

Thank you, sir.
[The prepared statement follows:]
STATEMENT OF ARTHUR GEROLD, PRESIDENT, PENNSYLVANIA WINE ASSOCIATION

My name is Arthur Gerold. I am the president and owner of Bucks Country Vine 
yards in New Hope, Pa., and the president of the Pennsylvania Wine Association, 
representing the wineries located in the Coimnonwealth of Pennsylvania. '

In terms of volume of production, the Pennsylvania wineries are small, we are 
therefore more sensitive to changes in the economic condition of the market place. 
It is extremely important that competition be fair and that markets remain open to 
all levels of producers. Like any small business in the United States, we seek only 
equal conditions to those imposed on other producers and a fair opportunity to sell 
our product.

Wine consumption in the United States has been growing over the past several 
years, but we have found in our State that inexpensive foreign imports have sup 
plied most of that growth. One of the reasons for the tremendous growth in imports 
is the easy access foreign wines have to our market. United States duty on table 
wine is the lowest of any significant wine-producing nation in the world, and there 
are no non-tariff barriers since foreign wines are subject only to the same laws and 
regulations which apply to American wines.

Even though we are small, we have not sought subsidies or special considerations 
from our governments. We do not feel that the American taxpayer should be called 
upon to assist our industry through subsidies if it can be avoided. We are not inter 
ested in restricting imports as a means of increasing price or market share since our 
consumers are entitled to the widest possible choice including choice in price.
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By comparison, a recent Agriculture Department study has confirmed that Italian 
wines are being substantially subsidized, which makes it possible for them to be sold 
in our market at a price far lower than their actual cost to produce. Low cost Ital 
ian wines make up the bulk of the import market that has supplied the growth in 
wine consumption in the United States, and such practices of subsidizing to gain 
market share do not seem fair to us. At the saiue time that foreign governments are 
subsidizing wine production, the same governments maintain tariff and non-tariff 
systems that effectively restrict and limit the export of American wines to those 
markets an attitude that sounds very much like what is mine is mine, and what 
is yours is mine, too."

I am not an international trade expert ar-d cb not try to understand all of the 
international agreements ana te^l machinery that has brought us to this difficult 
situation. I do know that given a tair market in which to compete, our modern and 
efficient wine producers will be able to sell their quality products. Because we are 
suffering a difficult period with sales that are off and inventories that are high, and 
because it just does not seem fair to us that the United States should be such an 
open and free market for products from all foreign countries and in return our ex 
porters are faced with a maze of complicated rules and regulations, in some cases 
virtual prohibitions. Mr. Chairman and members of this Subcommittee, I urge your 
positive support for the Wine Equity Act. We need to send a message to our foreign 
trading partners that we expect international trade to be fair as well as free. An 
equitable solution is what is needed and I hope you will provide that solution.

Thank you. I am available to answer any questions that you may have.

Chairman GIBBONS. Thank you, sir. I apologize for having passed 
you over.

We received notice a few minutes ago that the full Ways and 
Means Committee would be meeting at 2:30. The rules of the com 
mittee do not allow us to meet while the full committee is meeting.

The full committee is taking up some end-of-the-year legislation 
involving taxes of around $8 to $12 billion over the next 3 years so 
it is with regret that we must announce that we are not going to be 
able to go much longer this afternoon. It looks to me like we will 
be able to finish the wine issue, but I doubt that we will be able to 
get to anything else today which means we will have to go over 
until the Congress next convenes which 1 imagine is late January 
or early February the way the things are breaking right now.

I had not anticipated that when we called this meeting today, 
and so to the extent that anyone has been inconvenienced I apolo 
gize. But we are anxious to get to your problem and to try to solve 
it. We will be back in touch with you.

I imagine we are going to quit after we get the next set of wit 
nesses.

All of you have mentioned the problem that you are dealing 
with, subsidized foreign competition. Have you taken any action 
under American laws in that regard to protect yourself against this 
kind of competition?

Mr, WEIDERT. Mr. Chairman, the American Grape Growers Alli 
ance, in looking at the various alternatives, has determined that in 
the early stages of its existence we will be looking at the remedies 
available, yes.

Chairman GIBBONS. How about the rest of the panel?
Mr. SILVERMAN. Mr. Chairman, I would like to respond to that in 

this way. When we looked at the problems that we faced abroad 
and the tremendous amount of subsidized wine coming in here we 
felt legislatively we might have gone one of two.ways.

There was a good deal of support that we noticed in the Congress 
that would have said why net prohibit the wines of aiiy country 
from selling in this country where that country subsidized their
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wines in the United States or in a third country. We purposely re 
jected that approach. We thought it had a protectionist tinge and 
we did not want to be in the position of confusing subsidies coming 
in here with some people possibly thinking we were asking for sub 
sidies.

This bill is an export bill. As far as administrative remedies go, 
we have looked at that possibility. Vei  ' frankly, we have not pur 
sued them yet. We are looking right m,w only at' market access in 
terms of this legislation and we simply want to be able to market 
our product abroad in a fair way.

Chairman GIBBONS. Have any of the rest of you tried to take any 
action against subsidized trade?

Mr. STACKHOUSE. Mr. Chairman, not directly, but my association 
in meeting with the Province of Ontario, Canada, winemakers were 
instrumental in getting the GS-cent-a-bt/.tle excise tax into the On 
tario Province that they had slapped 01 U.S. wines eliminated be 
cause they wanted some help in this matter. I think it is a matter 
of many wineries in countries that are not export wine producing 
countries at the present time have the same problem.

I know in talking with the Canadians they went to their govern 
ment. Their government went to Italy in particular, and the Italian 
Government said we do not subsidize our wine, and that is as far as 
it got.

It is a very difficult problem when you are dealing with these 
people. On the other hand, we like you, sir, are always looking for 
votes and our vote is when a consumer picks a bottle up off the 
shelf and when the other one is cheaper because he has got an 
unfair advantage we lose the vote.

Mr. WEIDERT. Mr. Chairman, if I might just add a bit to what I 
said in response to your question before. The raisin industry as you 
may know has filed a 301 case under the GATT agreement, and 
that is still pending and has been for 2 years now.

The USD A study that was just released would lead us to believe 
that there is substantial evidence that there are indeed unfair sub 
sidies existing in the wine trade coming into this country today. 
We are in the process of assembling additional data and studying 
what is available and looking at the possibility, and the decision 
has not been made yet of moving forward in that area.

Chairman GIBBONS. I recognize that most of your associations are 
relatively young, association-wise, and that perhaps as you mature 
you will find that there are other remedies here, and we would like 
for you to pursue those remedies as vigorously as you are able to 
help us establish what is going on in these areas.

Have any of you examined our present trade remedies law and 
come to the conclusion that you could not proceed under them or is 
it just something you have not gotten around to?

Mr. CLAWSON. Mr. Chairman, if I may, the industry has looked 
at some of the trade remedy laws. I think it is a little of both of 
what you said. They wilLbe getting around to some of them to use 
your terms, but more importantly, most of the existing trade 
remedy laws authorize remedies that will restrict imports into this 
country.

The current thinking of the industry is that they do not want to 
limit the choice of the consumer. They do not want to raise the
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price to the consumer because, as Mr. Stackhouse said, that is their 
constituency. What the industry is looking for is equal treatment 
worldwide to be able to sell their goods abroad. This legislation has 
been directed as an export initiative and even though the trade 
remedies that you speak of are there, the wine industry is reluc 
tant to use them.

Chairman GIBBONS. All right. Do any of the rest of you have any 
views you would like to state on that subject?

[No response.]
Chairman GIBBONS. All right.
Mr. Frenzel.
Mr. FRENZEL. Thank you, Mr. Chairman.
I want to thank all of the gentlemen for their testimony and par 

ticularly welcome our friend Mr. Clawson back before the commit 
tee. It is always a pleasure to have you here and we remember well 
your very lonely duty in Brussels and are appreciative of it.

I was surprised as the chairman was that nearly each of you 
mentioned the terrible subsidy burden that you are carrying and 
yet none of you have started a countervailing duty case. Does any 
body want to comment on why that has not happened? Is it easier 
to try to change the law than to prove an injury?

Mr. SILVERMAN. I would comment, Mr. Frenzel, in this way. For 
a long time it has been very difficult to determine just what is a 
subsidy.

We would allege subsidies and foreign governments would come 
back and indicate there is not a subsidy. For the first time, and 
this has been alluded to, we have a document prepared by the U.S. 
Department of Agriculture in which at least as far as Italy is con 
cerned I understand they will be going back very soon to Germa 
ny and maybe one or two other countries, France, I believe in 
which specific subsidies are detailed and set out.

I would also point out as I tried to in response to Mr. Gibbons 
question that we really are export conscious. We are not trying to 
stop at all any wines from coming in here.

The U.S. market is totally free and it has always been totally 
free. We just believe we should have the chance in some type of an 
equitable and fair way to market our product abroad, and that is 
the theme that runs through our industry.

Mr. FRENZEL. I think I understand your bill. You are going to 
lock up the market if you cannot get your friends to cooperate 
abroad. You are for the consumer until you cannot sell abroad and 
then we are not for the consumer. Is that right?

Mr. SILVERMAN. Not at all. Our industry as you are well aware 
has been very consumer conscious.

Mr. STACKHOUSE. Mr. Frenzel, I would like to comment, too, on 
  your question.

Mr. FRENZEL. Please.
Mr. STACKHOUSE. My constituency in my association are very 

small wineries, and we just cannot afford the dollar burden to try 
to initiate any type of action of this nor can we afford to pay the 
tax to put our wine on the shelf in a foreign country at a competi 
tive price. We do not have the money.

This is why we are seeking this type of legislative action.
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Mr. FRENZEL. Well, let me ask the question the other way. The 
reason I am asking this question is that the industries come to us 
all the time for preferential legislation. Our normal response is to 
say go prove you have got an injury somewhere in the tested way. 
Prove to us that there is a subsidy. Prove to us that there is dump 
ing or even prove that there is a fair trade practice that has hon 
estly injured you before you come forward. .

Normally we would pass a bill like this or.'y in extremous when 
you are hanging on the edge of the cliff and you have no other way 
to go. You have probably altered the committee's way of operating 
because you have convinced 340 odd Members and I did not mean 
to use the word "odd", but 340 different Members of Congress that 
this is a wonderful idea.

I think, however, that it may be that all 340 are not going to be 
tried and true when you get down to the final nut cutting^ but I 
think we want to be sure you use the laws we have on the books. 
To be sure the industry is in some ways small. In other ways it is 
quite large, and smaller industries and companies than yours have 
used our trade remedy laws.

I guess I have the nagging suspicion that you are here before us 
because you cannot prove injury, and you do not dare take the case 
up.

Mr. WEIDERT. May I address that, sir?
Mr. FRENZEL. Yes.
Mr. WEIDERT. As a matter of fact, I am not trying to be evasive 

or vague, but we do not know for certain where we are yet. But the 
very reason that our organization has come into being someone 
addressed cost that is a factor for any small portion of the indus 
try to handle when you get into these kinds of things.

There has not been an overall umbrella group prior to now that 
has made an all out effort to bring all segments of the industry to 
gether and to bring together the affidavits necessary to do the 
work that is necessary to prove the case of injury which as you 
know in a countervailing duties case is the crux of whether you 
win or lose. We are in the process of looking at all of this.

I, sir, would not be surprised if such a case were filed by the first 
of the year. I do not guarantee that at this point, but we are 
moving with dispatch in that direction.

Mr. FRENZEL. I appreciate knowing that. I feel better about your 
bill now that you tell me that you are at least considering this.

Mr. Silverman, did you want to make an additional comment?
Mr. CLAWSON. Well, Mr. Frenzel, I just wanted to respond to the 

extent that of course the industry is not monolithic. There are 
those that do have injury and those that dp not. So I wanted to dis- 
pell your view that perhaps we were afraid to go forward because 
of a fear of not being able to prove injury.

I do not think that has been the issue. As I stated earlier I think 
the primary concern is that the existing trade remedies provide 
import relief. While that is one option that is being seriously con 
sidered, there does not seem to be anything in our existing trade 
laws or agreements that allows the industry to address problems 
like price mark-ups in Canada or minimum reference prices in the 
European Community.
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They are not part of our existing trade agreements. It is the non- 
tariff barrier area the GATT has struggled with for years and not 
very successfully frankly, and I think that has been  

Mr. FRENZEL. I think I understand that. The reason I spoke up is 
that CVD is the easiest, quickest remedy we have got. Almost 
every witness said we have got a subsidy problem, and yet you 
have not attacked the subsidy problem.

That is what was concerning me. I wonder if I might ask a 
couple of volunteers on the panel to tell me how competitive Amer 
ican wine is in today's international markets absent the barrier? 
about which you complain.

Mr. SILVERMAN. This bill is seeking to give us the opportunity to 
compete abroad. I think a good example would be the United King 
dom. Now you must remember we are here because we can sub 
stantiate tariff and nontariff barriers that affect our wines.

In the United Kingdom we were making fairly substantial in 
roads in the last few years although on a very low base. What has 
happened, and I alluded to this in my earlier testimony, is that the 
reference price system, in effect, a minimum price whereby you 
must come in above that price or be subject to a countervailing 
duty, was used to deter sales.

As the sales increased in the United Kingdom for a particular 
American winery that was importing wine at double the minimum 
reference price, the wine was suddenly subjected to countervailing 
duties. This was done even though the EEC waived the reference 
price as to wine for 19 other countries.

We feel that we have certain markets where we can be very com 
petitive. The Benelux countries. Certainly Germany and the 
United Kingdom fall in that category. There are many other coun 
tries abroad in which we feel we can be competitive.

We simply ask the opportunity. Just give us the opportunity to 
market our product abroad. We do not think that is too much to 
ask this Congress. We think we ask it in a very fair way.

We have been through the multilateral approach. We have been 
here so many times and nothing seems to happen. They tell us to 
wait our turn, and we wait and we wait and nothing happens, and 
we think this is a very fair bill. It is an export bill. It is not a subsi 
dy directed bill as you know.

It speaks merely to tariff and nontariff barriers. Just give us the 
opportunity to sell our product. Give us the access, sir. That is all 
we ask.

Mr. FRENZEL. I thank you for your statement, and before I sign 
off I just have to repeat what I said earlier that you were not 
always so quiescent about subsidies. You were fairly outspoken in 
1979 and very effective I might say.

Mr. SILVERMAN. I do not understand that, sir. I am sorry.
Mr. FftENZEL. Well, we changed the law under which spirits were 

taxed. The excise tax on spirits in the United States at the request 
of the wine industry and other producers.

Mr. SILVERMAN. That affected only distilled spirits as I under 
stand it, Mr. Frenzel. You are referring to the all in bond system. 
That did not affect the wine industry at all. That merely affected 
the distilled spirits industry and the only situation that affected 
the wine industry was a subsequent remedial bill whereby wine
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which was used in distilled spirits had traditionally been taxed at 
the wine rate through a mistake was subject to the distilled spirits 
tax.

Mr. FRENZEL. Yes. That is what I was referring to, the alleged 
mistake which was later passed to trail the 1979 Act.

Mr. SILVERMAN. The Congress found that to be a mistake, a con 
gressional oversight.

Mr. FRENZEL. May I say you were very aggressive in seeing that 
the oversight was called to our attention.

Mr. STACKHOUSE. Mr. Frenzel, if I could expound on your ^ues- 
tion, we have a member in Wisconsin who is aggressively pursuing 
marketing his product in the United Kingdom and in Western Ger 
many. He has people over there who will bring the wine in and 
market it.

They feel it is as every bit competitive except for one area, price, 
and the price comes down for exactly what we are saying. These 
tariff barriers are such that he would have to give the wine away 
to get it over there.

Now he cannot stay in business that way, and this is the type of 
thing that we are asking about.

Mr. FRENZEL. What is the tariff in Germany?
Mr. STACKHOUSE. Off the top of my head, sir, I could not say but 

they are being part of the economic community. They have that 
same base reference price, and it is considerably high and he has to 
double it and his wine ends up on the market over there at about 
$12 to $14 a bottle I believe where to be competitive it has to be 
down in the $5 to $7 range. It is strictly tariff costs that drive it up 
that high.

Mr. FRENZEL. Thank you very much.
Mr. CLAWSON. Mr. Frenzel, there is another example of which I 

am aware and I can supply others to your office as well. There is 
one California producer who is prepared to sell not a bottled wine 
but a bulk wine at 25 cents a liter to Japan, red or white. This is 
more competitive price-wise than what the Spanish are currently 
selling. Spain is the largest bulk shipper to Japan. Spain happens 
to enjoy GSP treatment from Japan and does not have to pay the 
duty, the taxes and, therefore, our shipper is not competitive just 
strictly on price.

Mr. FRENZEL. Fine. Those kinds of examples would be helpful, 
and if you would provide them for the record we would love to 
have them.

Thank you very much, gentlemen.
Chairman GIBBONS. Are any of you aware of a country-by-coun 

try comparison of the U.S. barriers versus those other country bar 
riers? Is that available somewhere?

Mr. CLAWSON. Yes, Mr. Chairman. The section 854 study that 
was referred to several times throughout the day is the basic Gov 
ernment document. Now part of that was prepared in conjunction 
with the industry. In 1975 the industry submitted to the USTR a 
very comprehensive list of all of these barriers which is still avail 
able along with the 854, and they are quite compatible. There is 
not a great deal of difference between the two.
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Chairman GIBBONS. All right. I wonder if during the recess 
period if you would t-y to get those to us so that we may analyze 
those studies.

Mr. CLAWSON. We will submit all of that to you.
Chairman GIBBONS. I would appreciate that. I hate to ask you for 

a Government document, but there are so many of them around, 
one cannot lay their hands on one.

Mr. CLAWSON. We would supply copies to the USTR for their use 
as well.

Chairman GIBBONS. Now I said I would get the people from the 
panel that are opposed to this bill, but we are right up toward the 
time that we are going to be in violation of the committee and 
House rules. I do not think it is fair to put these people on.

We have given you all about 3 hours, and we are going to give 
them less than 9 minutes. So, in order to be fair I am going to have 
to suspend the hearing at this time and tell the opposition we will 
be glad to hear from you and I hate to say next year but that is 
what it looks like. We will not be taking these matters up again 
until next year, the way the current schedule is unfolding.

So, with that regretful note this committee meeting is adjourned 
for the day and subject to the call of the Chair. We will have to ask 
all of you to come back and finish this discussion.

The meeting is adjourned.
[Whereupon, at 2:20 p.m., the hearing adjourned to reconvene at 

the call of the Chair.]
[Submissions for the November 15 hearing record follow:]



WRITTEN COMMENTS

H.R. 2471
To apply duty-fre • treatment with respect to articles exported for purposes of ren 

dering certain geophysical or contracting services abroad and returned.

STATEMENT OF HON. LINDY Boocs, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF LOUISIANA

Mr. Chairman, I appreciate the Subcommittee's consideration in scheduling this 
hearing on H.R. 2471, a bill to apply duty-free treatment to certain articles exported 
for purposes of rendering geophysical or contracting services in connection with the 
exploration, extraction or development of natural resources abroad and subsequent 
ly returned to the United States.

Earlier this year I became aware of a problem faced by domestic companies en 
gaged in worldwide service operations in support of offshore petroleum exploration 
and development. In a number of instances, these companies have purchased for- 
eign-maniActured equipment with unique operating and performance characteris 
tics. This equipment is used in both domestic operations and in foreign operations 
by these American companies.

American companies owning and operating the equipment are expected to comply 
with existing tariffs on imported goods and must pay duty on this foreign-manufac 
tured equipment. However, under current law as interpreted by the U.S. Customs 
Service and the courts, each and every time the equipment in question is returned 
to the United States after conclusion of a job abroad, the company that owns and 
operates the equipment is liable for import duty notwithstanding that duty was 
paid upon the first importation of the equipment into the United States.

It seems to me and to others who have contacted me regarding this matter that 
the multiple imposition of duty is not only inequitable, but also, and more impor 
tantly, impedes the ability of American companies to be competitive in the provision 
of services abroad with companies based in England, France, Germany and other 
countries. As a result of the imposition of multiple duty on its electronic equipment, 
one company that is located in my District and that provides precision positioning 
navigation services in support of exploration and development of offshore petroleum 
resources is penalized in attempting to compete with foreign-based firms in the 
amount of $10-$12,000 per job the amount of duty it must pay for each reentry of 
its equipment.

Customs law, as set forth in the Tariff Act of 1930, does not provide a general 
exemption from the assessment of duty on commodities which previously were im 
ported into the United States and for which duty was paid. The Act specifically pro 
vides that the dutiable status on an article is not affected by the fact of prior entry 
and payment of duty; however, duty-free reentry status is afforded to certain nar 
rowly defined categories of commodities such as personal effects and certain speci 
fied classes of commodities utilized temporarily abroad.

The purpose of H.R. 2471 is to allow duty-fice reentry of foreign-manufactured ar 
ticles being returned to the United States after having been exported for use tempo 
rarily abroad in conjunction with rendition of geophysical or contracting services in 
connection with the exploration for or extraction of or development of natural re 
sources provided (1) that the duty previously has been paid upon importation of the 
equipment, and (2) that the equipment is imported into the United States by the 
party who caused its exportation. Accordingly, this legislation would only serve to 
relieve parties of multiple application of duty, not the initial payment of duty, and 
thus would facilitate the international service operations such as are provided by a 
number of companies on the Louisiana-Texas Gulf Coast. This proposal is consistent 
with other provisions of the Tariff Act which allow duty-free reentry of goods tem 
porarily exported.
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Mr. Chairman, I urge favorable action by the Subcommittee on H.R. 2471.

STATEMENT or GEORGE A. ROUSSEL, VICE PRESIDENT, GENERAL MANAGER, OFFSHORE
NAVIGATION, INC.

I very much appreciate the opportunity to present this statement on behalf of Off 
shore Navigation, Inc. in support of H.R. 2471 which looks toward allowing duty-free 
reentry of equipment utilized in the rendition of geophysical or contracting services 
in connection with the exploration for, or extraction of development of, natural re 
sources.

Offshore Navigation, Inc. ("ONI") renders highly specialized engineering services 
to the offshore petroleum industry. Specifically, ONI provides precise positioning for 
the movement of vessels and platforms utilized in surveying and developing offshore 
tracts and in the production of gas and oil. Our services also are used for many 
other purposes, including calibration of the navigational systems aboard the atomic 
and nuclear submarine fleet, photomapping, dredging, underwater pipelaying, and 
similar operations where precise positioning or position information is required. In 
terms of precision, and repeatability, we have the capability of accuracies within 20 
feet at ranges of more than 100 miles from shore on an around-the-clock basis.

ONI operates worldwide. We have provided radio-positioning service in more than 
100 countries throughout the world. Our headquarters is located in Harahan, Louisi 
ana, outside of New Orleans, at which we maintain both our corporate offices and 
our prime operational base from which we service and supply our worldwide oper 
ations. In providing precise positioning service); to the offshore petroleum industry 
and other customers, we utilize a variety of electronic aides. Most equipment is of 
American manufacture; and we, ourselves, have developed a new system capable of 
maintaining precise position control at ranges in the vicinity of 300 miles from 
shore on an around-the-clock basis.

Included in our inventory is equipment manufactured abroad. The choice of the 
particular system or systems to be utilized on an individual job is based on the re 
quirements of the job and the performance of the equipment. Also, many customers 
specify the system to be used in particular operations; and the level of acceptance of 
any particular system varies among the clients. Each radiopositioning system has 
particular strengths and weaknesses, and the foreign manufactured equipment is 
utilized because it has certain performance capabilities not found in equipment of 
domestic manufacture.

As a service contractor operating both domestically and abroad, and using the 
same inventory of equipment for domestic and foreign operations, we are faced with 
the requirement of paying duty on our foreign manufactured equipment each and 
every time we return that equipment to Harahan after completion of a job abroad. 
Although duty was paid upon the initial importation of the equipment, either by 
ourselves directly or by the importer when we purchase through a U.S. distributor, 
duty again is payable on each and every subsequent importation. 1 At the 7.5% rate 
of duty applicable to much of our electronics, and with system costs reaching 
$250,000 the duty payable in conjunction with foreign use of certain systems may 
amount to almost $19,000 each time we return a system after use abroad.

The rendition of positioning service to the offshore petroleum industry is highly 
competitive. Major foreign operators include Prakla, the Companie Generale de Geo- 
physique (CGG), and Racal-Decca Survey Systems. Competition with these firms, 
each of which is a subsidiary of a major European-based corporation having substan 
tial financial resources, and with a variety of smaller foreign companies, is quite 
intense. These companies enjoy some cost advantage by virtue of their location 
closer to the operating areas of the North Sea, the Middle East and Africa; and 
where the use of a foreign manufactured positioning system is most appropriate to 
the job, our foreign competitors enjoy a signficant cos." advantage by virtue that we 
are liable for the payment of duty on the return of the equipment to the United 
States after job completion.

1 The headnote to Schedule 8, Special Classification Provisions, Part 1 Articles Exported and 
Returned, Headnotes, Tariff Schedules of the United States, 19 U.S.C. § 1202, provides, as fol 
lows:

1. In the absence of a specific provision to the contrary, the tariff status of an article is not 
affected by the fact it was previously imported into the customs territory of the United States 
and cleared through Customs whether or not duty was paid upon such previous importation.
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Precise positioning is only one of many contract services utilized in oil and gas 
exploration and development. We are aware that many service companies engaged 
in operations downstream from our operations experience this same situation.

We recognize the appropriateness of payment of duty on the initial import of for 
eign goods into the United States; however, we believe it is grossly unfair to require 
that we pay duty on each and every reimport after a foreign job for which we use 
foreign manufactured equipment. In no other country of the world do we experience 
this problem, and our competition is not faced with this cost burden should they 
choose to use American manufactured equipment in their service operations. It is 
our understanding that the Tariff Schedules apply in this fashion not to further 
trade policy but rather as a matter of administrative convenience to the Customs 
Service.

There are two types of procedures under the Customs law by which we can effect 
duty-free reimportation. One series of procedures allows restricted entry of our 
equipment, such as for repair and calibration; however, we cannot use the equip 
ment in our domestic service operations. ONI is not large enought to afford the 
luxury of separate domestic and foreign inventories of this costly and highly special 
ized equipment. The other import procedure, recognized by the Customs Service, 
permits us to have the equipment entered as the "tools of trade" of an employee 
upon his or her arrival in the United States.2 This procedure also requires the* the 
employee travel with the equipment, and that the exportation be made in the em 
ployee's name. While the "tools of trade"procedure allows duty-free reimportation 
without restriction upon domestic use, it is costly and quite cumbersome because it 
requires an employee to travel with the equipment, and such travel otherwise is un 
necessary since we often operate with foreign-based crews. We believe we should be 
able to achieve this same result directly and that tariff application should not force 
us to employ such burdensome and costly procedures.

The amendment introduced by Mrs. Boggs in H.R. 2471 would allow duty-free re 
entry of equipment utilized in conjunction with the rendition of geophysical or con 
tracting services in connection with the exploration for or extraction or develop 
ment of natural resources. Under the tariff, the articles must be imported by or for 
the account of the person who exported them; and accordingly, duty would have 
been paid in conjunction with the prior ownership of the equipment in the United 
States. Additionally, only the exporting party could take advantage of this provi 
sion. Duty-free reentry similarly is provided for other articles, under Items 802.10 
through 802.40 of the Tariff Schedules of the United States; and certain of those 
provisions apply, in cases similar to ours, to entitites which utilize the exported and 
returned articles on a temporary basis abroad for commercial purposes.

We believe that appropriate procedures can be devised by the Customs Service to 
implement this provision. Equipment can be identified by serial number, or other 
wise, upon exportation; and the burden of proof for qualification for duty-free re 
entry ;would be upon 'the importing party. We believe these procedures would be no 
'more Difficult or cumbersome than "drawback," whereby a party who has paid duty 
upon an imported article may secure a refund of that duty upon subsequent expor 
tation provided that the article has not been utilized while in the United States. It 
would appear that these two procedures are almost functionally reciprocal of one 
another; and whereas the Customs Service administers the drawback provisions cur 
rently, it certainly can administer the proposed duty-free reentry provision.

We are not seeking special favors or dispensation rrom the application of duty. 
Rather, we believe that payment of duty upon an article once is sufficient to meet 
the purpose and intent of the Customs law. What we are seeking in supporting this 
legislation is the removal of an unfair barrier to our ability to compete in the inter 
national marketplace which we suffer by virtue of the multiple application of duty.

We appreciate your consideration of this bill and of our views.

'Item 810.20, Tariff Schedules of the United States, 19 U.S.C. § 1202.



H.R. 2641
Relating to the tariff treatment of precious stones exported for processing abroad 

into jewelry solely for the personal use of the exporter. 
No comments were received on this bill.

H.R. 2667
To suspend until July 1, Iy88, the duty on yttrium bearing ores, materials and 

compounds containing by weight more than 19 percent but less than 85 percent yttri 
um oxide equivalent,

STATEMENT OF HON. WILLIAM M. THOMAS, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF CALIFORNIA

Mr. Chairman and members of the Subcommittee: Thank you for the opportunity 
to testify in support of H.R. 2667, a bill which will suspend, until July 1, 1988, the 
import duty on yttrium-bearing concentrates, materials and components. I believe 
H.R. 2667 is important to ensure the continued competitive viability of the U.S. re 
fined yttrium oxide market.

Imported yttrium concentrate is used as feedstock in the refining of yttrium 
oxide. Yttrium oxide has important classified defense-related applications, as well as 
a wide range of commercial uses. Commerical products include lasers, refractory in 
sulating materials, strategic superalloys, energy-saving flourescent lights and com 
ponents for color televisions sets.

There are no domestic sources of yttrium concentrate feedstocks so my bill will 
not impact that segment of the industry. Even though U.S. refiners will continue to 
depend on imported yttrium as a feedstock, we must continue to encourage domestic 
refining because of yttrium's significant defense related applications and its neces 
sary commercial uses. If companies cannot profit from refining yttrium, we risk 
losing our domestic refining capability and a small number of highly skilled jobs.

Currently, the U.S. imposes a 6.3 percent duty on yttrium concentrates. In the 
U.S. today there are two U.S. refiners that are dependent on the imported yttrium 
for feedstock in their facilities. These refiners face a competitive disadvantage with 
foreign refiners who have access to duty-free feedstocks. My bill addresses this prob 
lem by reli ving the financial burden imposed by the U.S. import duty. Major for 
eign competitors are the Japanese, French and Norwegians. These companies, some 
of which are owned in part, by their respective governments, are able to purchase 
yttrium concentrates, refine it into pure yttrium oxide and export it to the U.S. at a 
much lower price than U.S. refiners. Production cost margins are so narrow that 
removal of the import duty will restore the U.S.'s competitive position. In the past 
decade, two yttrium refiners have- permanently closed. Only two remain: Molycorp, 
Inc., a wholly owned subsidiary of the Union Oil Company of California; and the 
Research Chemicals Division of the Nucor Corporation in Phoenix, Arizona. We 
must not lose these two remaining refiners.

The International Trade Commission has reviewed H.R. 2667 and supplied Con 
gress with an objective analysis of the domestic yttrium market. They confirm that 
U.S. refiners depend on imports of foreign yttrium concentrate to maintain refining 
capability. To my knowledge, the bill is non-controversial and the Administration 
does not object. The estimated amount of duty paid by the two U.S. processors of 
yttrium is under $100,000 per year.

Mr. Chairman, in order to allow a fair competitive position for our domestic yttri 
um market, it is important to allow non-dutiable access to yttrium feedstocks. I urge 
the Committee to favorably report H.R. 2667.
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MOLYCORP, INC.,
Los Angeles, CA. 

Hon. SAM GIBBONS,
Chairman, Subcommittee on Trade, Ways and Means Committee, House of Represent 

atives, Washington, DC.
DEAR MR. CHAIRMAN: Thank you for your invitation to present testimony on H.R. 

2667 which amends the United States tariff schedule to suspend the import duty on 
yttrium feedstock for 5 years. I respectfully request that my comments be included 
in the subcommittee's hearing record.

High-purity yttrium oxide has significant commercial and national defense appli 
cations. Yttrium aluminum garnets and yttrium iron garnets are vital in classified 
military applications. Additionally, yttrium oxide is used in lasers, refractory insu 
lating materials, strategic superalloys, energy-saving fluorescent lights, and color 
televisions.

The two remaining U.S. refiners of high-purity yttrium oxide are dependent on 
imported yttrium concentrates for feedstocks because there are no significant do 
mestic sources of yttrium. U.S. refiners must compete in the U.S. and export mar 
kets with foreign refiners who have access to duty-free feedstocks. The U.S. imposes 
a duty of 6.3 percent on yttrium concentrates which directly affects our ability to 
compete in this small, highly competitive market.

Molycorp, Inc., a wholly owned subsidiary of Union Oil Company of California, 
produces high-purity yttrium oxide in its Louyiers, Colorado, plant. The other Amer 
ican refiner is the Research Chemicals Division of Nucor Corporation located in 
Phoenix, Arizona. Major foreign companies offering high-purity yttrium oxide in the 
U.S. include the large, French-government-owned company Rhone-Poulenc, China 
Rare Earths of the People's Republic of China, the Norwegian company Megon, 
partly owned by the Norwegian government and the Japanese company of Mitsubi 
shi Chemical, and several Japanese processors.

The impact of the 6.3 percent import duty is such that it could force Molycorp, 
the largest yttrium oxide refiner in the U.S., to cease production. During the past 
decade, two other yttrium refiners have permanently closed their operations. These 
plants were operated by Michigan Chemical in Saint Louis, Michigan, and Ameri 
can Potash and Chemical in West Chicago, Illinois. Because of the significance of its 
military and commercial applications, it is important that the U.S. continue to have 
a present capability to refine yttrium. The advantages of having a national industry 
far outweigh the approximately $100,000 duty paid per year by the remaining two 
processors.

We wholeheartedly endorse H.R. 2667 which seeks to ensure the competitiveness 
of the American yttrium refining industry and allows American corporations who 
purchase yttrium oxide from us the guarantee of a continued domestic source of 
supply. Raw material sources for yttrium include Japan, China, Canada, and Malay 
sia and are such as to ensure that we will be able to meet our production goals.

We thank you for the privilege of commenting on H.R. 2667 and hope the commit 
tee agrees with the merit that we find in the bill. 

Very truly yours,
THOMAS B. SLEEMAN,

President.



H.R. 2711
To amend the Tariff Schedules of the United States to impose a one-tenth of 1 cent 

duty on apple and pear juice.

STATEMENT op THE AMERICAN FARM BUREAU FEDERATION 

SUMMARY

H.R. 2711, Re: Apple Juice
1. The purpose of the small duty increase on apple juice imports is merely to pro 

vide a way to place subsidized Argentine apple juice imports into a dutiable catego 
ry which would enable Farm Bureau to file a countervailing duty petition without 
the loss of time and tremendous expense of "proving injury to the domestic apple 
industry.

2. Over the past seven years, the quantity of apple juice imported into the U.S. 
has grown from 34 million gallons in 1976 to 104 million gallons in 1982. This repre 
sents the equivalent of more than 30 million bushels of apples, a figure greater than 
an average annual production of Michigan and Pennsylvania.

3. Twenty-three million gallons of the increase are from Argentina, which shipped 
about 19 million gallons in 1976 and about 42 million gallons in 1982. This quantity 
alone represents the total annual apple production in the state of Virginia.

4. The Foreign Agriculture Service and other government agencies have the evi 
dence that the Argentine Government does indeed assist the producers and export 
ers of Argentine apple juice.

5. The apple growers of the U.S. are being hurt badly by the subsidized imports of 
apple juice from Argentina. These growers need help from their government in 
order to compete with the subsidized imports from Argentina. We realize that coun 
tervailing duty procedures are available, and we plan to exercise such procedures. 
However, if our "farmers must prove injury, this is time-consuming and very expen 
sive, with cost running from $75,000 to several hundred thousand dollars to carry a 
petition through the necessary procedures.

H.R. 4255, Re: Asparagus and H.R. 2776, Re: Imported Gut Sutures
Farm Bureau opposes H.R. 4255 and H.R. 2776 since these bills unilaterally 

reduce duty rates on products entered into the U.S. without obtaining a counter 
concession from our trading partners. Farm Bureau believes that any reduction in 
duties on products entered into the U.S. should be done in the trade negotiating 
process rather than done unilaterally without obtaining any trade benefit in return 
for the reduction.

H.R. 4296, Re: Orange Juice
Farm Bureau supports the addition of two new categories of the duty rate for 

citrus juice as proposed in H.R. 4296. Under provisions of this bill, duty rate for 
orange juice "not concentrated" and "other" will remain at the current level, but 
the new categories will clarify the existing classification so as to prevent entry of 
concentrated orange juice into a free trade zone for dilution to single strength juice 
to be entered into the United States at the lower "not concentrated" rate. In other 
words, this method of avoiding the proper duty on concentrated juices would be 
remedied.

H.R. 3795, Re: Wine Tariff Adjustments
Farm Bureau cannot support H.R. 3795, which would attempt to raise U.S. duties 

on wine unless the higher duties, say, of the EEC could be negotiated down to the 
U.S. level.

The current duty rates on U.S. wine were considered in previous trade negotiat 
ing sessions such as the Tokyo Round. EEC countries can argue that they "bought
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and paid fer" tht. lower jutico 01. U.S. ~Inc with uouulei concessions loTne United 
States just as we argue with the Europeans that we "bought and paid for" the zero 
duty on soybeans and corn gluten exports to the EEC with counter concessions.

If the United States were to take unilateral actions to raise the duty on wine im 
ports, the EEC would have another excuse to eliminate 'one zero-duty bindings on 
U.S. soybeans and corn gluten exported to the EEC countries.

Adjustments in wine duties are proper subjects for future multilateral trade nego 
tiating sessions.

H.R. 3727, Re: Sugar
Farm Bureau opposes H.R. 3727, which would prohibit the President from impos 

ing import quotas on sugar and repeal existing quotas.
If enacted into law, this bill would destroy the domestic sugar program. Farmers 

are having a most difficult time staying in business., This bill would further reduce 
farm-incomes and would drive many farmers out of Business.

Mr. Chairman, we will appreciate consideration of Farm Bureau's views on these 
miscellaneous tariff bills.

STATEMENT

Farm Bureau appreciates the opportunity to comment on the following miscella 
neous tariff bills which have been referred to the Subcommittee on Trade: H.R. 
2711, H.R. 4255, H.R. 2776, H.R. 4296, H.R. 3795, H.R. 3727.

H.R. 2711. Re: Apple Juice
The purpose of the 1/10 of 1 cent per gallon duty on apple and pear juice imports 

is merely a way to place subsidized Argentine apple juice imports in a dutiable cate 
gory enabling apple growers or their processing cooperatives to file a countervailing 
duty petition without incurring the tremendous expense of proving "injury" to the 
domestic apple industry.

Farm Bureau is keenly interested in the passage of H.R. 2711. This bill was intro 
duced by Congressman Vender Jagt and now has 47 cosponsbrs.

Over the past seven years, the quantity of apple juice imported into the United 
States has grown from 34.38 million gallons (single strength equivalent) in 1976 to 
103.76 million gallons in 1982. Foreign apple juice is imported in concentrated form 
for reconstitution in this country. This represents the equivalent of more than 30 
million bushels of apples, a figure greater than the average annual production of 
Michigan and Pennsylvania combined.

Twenty-three (23) million gallons of the increase are from Argentina which 
shipped 18.86 million gallons in 1976 and 41.95 million gallons in 1982. The quantity 
imported in 1981 represents 10.67 million bushels of apples, more from Argentina 
alone than the total annual apple production for the State of Virginia.

The dramatic increase in apple juice imports is a major concern to U.S. apple 
growers. Their concerns are ma .jnified when we find that the government of an ex 
porting nation is providing .1 substantial subsidy to the processors and exporters of 
that product. Farm Bureau finds a willingness of its members to compete with grow 
ers in other countries on a fair basis, but they cannot compete with the treasuries of 
other countries.

The appendix of our statement contains data providing the levels of imports from 
foreign sources for the period 1965-1983, and the quantities of apples represented by 
such imports. Also in the appendix is a review of the subsidy schemes provided by 
the Argentine Government to its apple industry to develop export capabilities.

It is obvious from the information available to us that the Government of Argenti 
na is indeed subsidizing its exports of apple juice into the United States' market to 
the detriment of U.S. apple growers and processors of domestic apple juice.

The Tariff Schedule of the United States provides a zero (0) duty on apple and 
pear juice imported from countries which enjoy the "Most Favored Nations desig 
nation. Argentina has been so designated, imports of apple and pear juice from 
countries not enjoying "Most Favored Nations" designation are subject to a duty of 
five (5) cents per gallon under T.S.U.S. Item No. 165.15. Apple and pear juice are the 
only juice imports free of duty under the M.F.N. category.

Since apple juice currently is not dutiable, the domestic apple juice industry 
would have to allege and the International Trade Commission would be required to 
determine "material injury" before a countervailing duty could be put into place to 
offset the Argentine subsidy advantage. Therefore, the purpose of H.R. 2711 is to 
impose a minor duty on apple juice imports in order to place Argentina in a catego-
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ry whgreby tho Dopartmc.-.t of Im-u^ ~,ulJ m.«.l^ato the EXyuil auUifleS of 
Argentina with regard to apple juice and, if found to be as alleged, could initiate a 
countervailing duty action that would offset the Argentine subsidy advantage. This 
could be,done without apple growers having to resort to costly legal fees to take 
their case before the International Trade Commission to prove material injury to 
the apple juice industry.

Farm Bureau will encourage those suffering from this practice to seek relief by 
petitioning the U.S. Department of Commerce to investigate these subsidies and if 
their findings are positive to instruct the Customs Service to apply countervailing 
duties as provided under Section 303 of the Tariff Act of 1930.

We urge that H.R. 2711 be approved by your Subcommittee and that it be passed 
by the Congress to enable U.S. producers to seek relief from the subsidies provided 
by the Government of Argentina on apple juice exports from their country.

H.R. 4255, Re: Asparagus and H.R. 2776, Re: Imported Gut Sutures
H.R. 4255 would provide for a reduction in duty on certain fresh asparagus.
H.R. 2776 would provide for a reduction in duty on imported gut for surgical su 

ture?,.
Farm Bureau opposes H.R. 4255 and H.R. 2776 since these bills unilaterally 

reduce duty rates on products entered into the U.S. without obtaining a counter 
concession from our trading partners. Farm Bureau believes that any reduction in 
duties on products entered into the U.S. should be done in the trade negotiating 
process rather than done unilaterally without obtaining any trade benefit in return 
for the reduction.

H.R. 4296, Re: Orange Juice
H.R. 4296 would establish a clearer definition of the intended duties on "concen 

trated" and "not concentrated" orange juice.
Farm Bureau supports the addition of two new categories of the duty rate for 

citrus juice as proposed in H.R. 4296. Under provisions of this bill, duty rate for 
orange juice "not concentrated" and "other" will remain at the current level, but 
the new categories will clarify the existing classification so as to prevent entry of 
concentrated orange juice into a free trade zone for dilution to single strength juice 
to be entered into the United States at the lower "not concentrated" rate. In other 
words, this method of avoiding the proper duty on concentrated juices would be 
remedied.

H.R. 3795, Re: Wine Tariff Adjustments
Farm Bureau cannot support H.R. 3795, which would attempt to raise U.S. duties 

on wine unless the higher duties; say, of the EEC could be negotiated down to the 
U.S. level.

The current duty rates on U.S. wine were considered in previous trade negotiat 
ing sessions such as the Tokyo Round. EEC countries can argue that they "bought 
and paid for" the lower duties on U.S. wine with counter concessions to the United 
States just as we argue with the Europeans that we "bought and paid for" the zero 
duty on soybeans and corn gluten exports to the EEC with counter concessions.

If the United States were to take unilateral actions to raise the duty on wine im 
ports, the EEC would have another excuse to eliminate the zero-duty bindings on 
U.S. soybeans and corn gluten exported to the EEC countries.

Adjustments in wine duties are proper subjects for future multilateral trade nego 
tiating sessions.

H.R. 3727, Re: Sugar
Farm Bureau opposes H.R. 3727, which would prohibit the President from impos 

ing import quotas on sugar and repeal existing quotas.
If enacted into law, this bill would destroy the domestic sugar program. Farmers 

are having most difficult time staying in business. This bill would further reduce 
farm incomes and would drive many farmers out of business.

Mr. Chairman, we will appreciate consideration of Farm Bureau's views on these 
miscellaneous tariff bills.
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APPENDIX
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vish t grace pericc 6£ tvo years. (Abeu: J1C =iliic: '.'•-• vcrss ::' ictss vert 

by the CU sector.

?.\S7IOOS LrniSS rSCM :AS OSU3 J^DX A-'.CCmXA 6-26-S1, Joseph ?. Scaers, AC Ceusiei

- 1930 GOi tsiailishei a 1C! espor; rebact for fresh apples asd pears.

•f - January, 1?S1, l=tere*s frte lca=* wish re?ay=est of 10 years for CU exporters.^

•J- ?c'arcar7, iSSl, esporc rebates of 101 fcr aJJ. produces exported through ?itaco=iaa

ports. C la April, 1981 this vs.* reduced to 71} 

10-19-61 JAKES V. PATC3 - AC Couaseior

- June, 1981, .CU vas included la the "ralue added" products allovlsg CU exporters

to ezchaat«-10Z of export taraiags at the higher f<imc 4 »l rate,.

. - iupisc, 1981, prefinancing coverinc 60Z of the F03 export value of CU. l*pay=£=t 

of one year apd 1Z per arnnn.

;V. " ——— —— • — t • ——— —— — -^ ———

-., 
In 1977, Kichijaa apple srovez'jJerr7 Sletsrza visited Argeatisa t=d toured CU plzats

Tha plaac sacager cold. Kr. Sitcst=a:

a- The plaac, Villa Hegiaa, Arjesc^joa, Is four ye*7* °14 '^ ^ tax free for 

10 y«an (co prop'errr cxx) becxuse. ic Ir m. apple juice plane.

b. There is a. 10Z direcc subsidj 03 every dollar of produce sold abroad.
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TOTAL APPLE t FEAR JUlCs IMPOSTS

YFA.P

1965

1966

\ 1967 

1968

1969

* . 197°

1971

1972

1973
'^t- 

1974

.... 197S

1976

1977

: 1978

•1979

1980

1981

1982

1983*

• «1983 JANUARY - MAY ONLY 
• ••: FOR COMPARISON 

JANUARY - MAY 1982 
JANUARY - MAY 1983 •

TOTAL 
GALL ONS

5. 049. 295

3.080,203

2,535,422 

10,908,738

14,168,506

16 834,532

34,113,513

25. 632, 507

20,697,580

2.1,495,957

21,216,285

34,387,544

31,906,859

44,394,152

66,501,098

43,520,365

81,602,668

103,758,056

63,560,371

28,448,347 
63,560,371

TOTAL 
42 LB L BU.

1,402,582

855,612

704,284 

3,030,205

3,935,696

4,678,759

9,475,698

7,120,252

5,749,328

5,986,623

5,708,737

9,576,259

8,886,058

12,363,770

18,472,527

12,089,324

22,667,408

30,880,374

18,973,245

8,492,044 
18,973,245

CONVERSION 3.35 GAL/BU. 

SOURCE, FAS-USOA, SINGLE'STRENGTH EQUIVALENT GALLONS AK> 42, BU RAW FRUIT EQUIVALENT
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TOTAL VALUE Or APPLE JUICE

CANADA

AUSTRIA

BULGARIA

FRANCE

GERMANY, WEST

ITALY

SPAIN

SWEDEN

ARGENTINA

CHILE 

MEXICO

AUSTRALIA

CHINA, MAIN —

ISRAEL

JAPAN

NEW ZEALAND

SOUfS AFRICA

URUGUAY

OTHERS

1977

723,325

228,061

248,189

1,381,238

56,404

3>9,66S

643,579

14..281.117

16,033 

315,434

784,284

— . 2,271

135,896

821

437,606

3,561,717

1,726,038

1528.

607,180

230,090

140,533

1,270,090

58,948

236,047

500,439

, 14.064

24,473,080

'•726,621 

392,758

23,605

784

866,229

691,473

4,306,305

2,451,633

U.S. DOLLARS

1979

587,983

1,230,024

7,427,614

887,950

445,157

1,876,755

39,617,474

646,075 

930,528

3,825

822,262

3BS.429

7,489,938

4,588,245

CONCENTRATE

1980

672,514

1,303.0,26

4,333,058

2,632.434

553,208

1,410,151

17,319,472

330,354 

990,832

10,813

1,910

74.1,819

1,900

370,944

6,380,612

3,011,753

1981

1.395,956

598,448

1,449,649

5,148,107

50,487

2,911,983

299

27,225,955

1,508,033 

2,831,238

39,387

1,460,772

2,045,947

9,112,657

325,261

4,122,958

JL2S2.

1,746,284

3,522,043

2,319,052

12,517,460

142,119

7,417,324

36,250,807

2,082,783 

2,839,929

138,634

2.145,825

2.802,472

9.148,190

9,261.205

TOTAL ?4.890.678 36.989.87% 66.939.259 40,065.600

SOURCE I USDA FOREIGN AGRICULTURAl. SERVICE
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:.".« :ei»cvi=; is :ases cs isisrtirvss receive; :r:= r.t :-.c.- t - n±. —— — t • •-......

US3A:

1) Aboue 12 cocctntratiaj plants ire operating in Argentina csii yttr, hcvever, ssne 

are very i=ail.

2) About 65! of the apples for processing (o to ccn'sentated apple juice (CU).

3) The country «' destination for ec=ct=crt:ed »?ple Juice (CU) re=.ii=2 ischaijed 

i.e4 ccitly cbe O.S,

4) a. che current export cebace for CJJ Is 1CX, plu 101 for shlpae=:< jolij chrouj! 

Facagcoli per; cf ?uerto tiadrya. Zeporztdly, wisest half of 1981 stuoa JhiTati^j eoc 

idviat»|t of shlppiag chrough Puerto >Udry&.

• b. CU is also elijible for aa "addicioaal" trpor: rebate of 151 for the. tix =oa; 

period eadiag ntxt April 21.

e. Siace Lace August, CU exporters have also been eligible for pre-export fiaaai! 

covering up Co 60Z of ch'e expor: value, vich interest, ac oae percent per aaavs and a 

repavnrne e*ra of 120 day*. • -• .

d. The 10/90Z f'f-amciAl/cegaerciLU. exchange race cix is still la effect for CU
•• f

exports. Currently, the f<*«•»••*«\ rate bjj increased to alnost 601 above the cc=nerci 

rate ieTcl. (financial rate is 11,000 pesos per DSJ, cci=ae=ical rate is £,942. pesos 

per DSJ), thus increasing the exporr value edge over ooa-value- added produces such as- 

apples by six percent.

e. Given, r^" carrent situatioa, *^1 plants vtxich operated r^<« year are expected. 

is. 071 era do or for 1?32. Sources, expected, a. aor=aLL to good y*ar.

£. Sudcra pesos dewaJLuarions this, year occared as follovs: Feb Z-10I, iTtil JL-30.' 

June 1.-30Z, July 22-301; Cthe. c=o-der exchacge- rate sysxe=. was applied ccly or the 

r*T*r*i-'*i rate u-ith x tea exceptions, export traasactlxjcs utilize tht ee—igi-i '*\ rate) 

(If loans are avaiXable for CAJ shippers because'of the devalued, peso $LSO U.S. per ne-
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t VTKMENT OF DAVID J. STEINBERG, PRESIDENT, U.S. COUNCIL FOR AN OPEN WORLD
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(The U.S. Council for an Open World Economy is a private, non-profit organiza 
tion engaged in research and public education on the merits and problems of devel 
oping an open international economic system in the overall national interest. The 
Council does not act on behalf of any private interest.)

This statement outlines the Council's views on the bills identified below. Absence 
of a stated position on other bills covered by this hearing (bills we have not had an 
opportunity to study and evaluate) should not be interpreted either as support or 
opposition.

The Council supports those bills before the Subcommittee that would reduce or 
suspend tariffs, although we would prefer permanent reductions or suspensions, 
leaving resumption of higher duties conditional on proof that such subsidies (which 
is what tariffs are) are essential as components of coherent adjustment strategies 
addressing the real problems and needs p: these industries. U.S. producers who 
object to these duty reductions or suspensions should seek remedies for their mar 
keting difficulties through measures that exclude import restriction except as steps 
of last resort and only if essential as temporary devices to buy time for coherent 
adjustment strategies addressing the real problems and needs of these sectors of our 
economy. In accordance with these principles, we oppose H.R. 2711, a bill to impose 
a duty of Vio of one cent per gallon of apple juice and pear juice.

Although we applaud the objective of removing import quotas on sugar, we be 
lieve that H.R. 3727 (a bill to repeal any import quotas currently in effect on sugar 
and prohibit the President from imposing such quotas) is too radical a proposal—in 
the sense of not even permitting import quotas for purposes of a redevelopment 
strategy to restructure and revitalize the U.S. sugar-growing industry and provide 
adjustment help (if needed to communities that may be adversely affected by shifts 
out of sugar production. Quotas or other forms of import restriction should be avail 
able as a last-resort but temporary component of a balanced adjustment strategy 
aimed at development of a viable sugar-growing industry, if such an objective is fea 
sible without permanent import controls or other government subsidies.



H.R. 2776
Elating to the tariff treatment of gut imported foi use in the manufacture of sur 

gical sutures. 
See comments of American Farm Bureau Federation at p. 101.

H.R. 2851
Relating to the duty on certain knives (commonly known as snap blade tools) 

having movable blades. 
No comments were received on this bill.

H.R. 2947 
To provide for the temporary suspension of duty on the importation of fluorspar.

STATEMENT or THE AMERICAN IRON & STEEL INSTITUTE
The American Iron and Steel Institute (AISI) is pleased to submit this testimony 

in support of H.R. 2947, a bill which would suspend the duty on fluorspar until June 
30,1986.

AISI is the principal trade association of the steel industry. Its 60 domestic 
member companies account for approximately 90% of the steel production capabil 
ity in the United States. AISI membership also includes some Canadian and Latin 
American steel companies.

Fluorspar is the commercial name for the mineral fluorite, which contains calci 
um fluonde (Ca*F»). The tariff schedules of the United States recognize two grades of 
fluorspar; the first, commonly called acid grade fluorspar, contains over 97.0% CaF» 
and requires a duty of $2.10 per long ton. The second grade, commonly called metal 
lurgical grad 2 fluorspar, contains 97.0% CaFi or less and requires a duty of 13.5% 
ad valorem. Metallurgical grade fluorspar is used almost exclusively by the steel in 
dustry and is the material on concent to AISI in this bill.

On January 1,1980, the duty on metallurgical grade fluorspar was converted from 
a specific rate of $7.50 per short ton to an ad valorem rate of 13.5%. This conversion 
has resulted in a substantial net increase in duties that have been paid by United 
States consuming steel producers.

The 13.5% ad valorem duty on metallurgical fluorspar is one of the highest duties 
applied to any basic raw material or mineral.

AISI believes that this duty should be suspended because it has failed to maintain 
domestic production levels. In 1982 total domestic production of fluorspar totaled 
77,017 short tons, less than 25% of which was metallurgical grade. That same year, 
imports of metallurgical grade fluorspar totaled 135,635 short tons. According to the 
Bureau of Mines, there have been no shipment of domestic metallurgical fluorspar 
for the last three calendar quarters.

The estimated duty payment on metallurgical grade fluorspar in 1982 was $1.3 
million or $10.08 per short ton. Considering the lower value of metallurgical fluor 
spar, compared to acid grade, it appears that the duty alone paid by domestic con 
sumers on metallurgical grade fluorspar is about equal to, and may exceed, the 
value of the 1082 domestic production of metallurgical fluorspar.

Domestic supplies of metallurgical fluorspar are not available and reliance on for 
eign fluorspar is necessary. The principal foreign source of fluorspar is Mexico. 
China has become a major supplier during the last two years. South Africa repre 
sented less than 5% of U.S. imports of metallurgical fluorspar during 1981, and less 
than 2% in 1982.

In a recent report, the U.S. Bureau of Mines summarized the fluorspar situation 
with the following statement:

"Fluorspar is considered a strategic and critical commodity because U.S. import 
reliance is greater than 85% and fluorspar is necessary in most steel and aluminum 
production processes.

(Ill)
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"Fluorine compounds [derived from fluorspar] are also used in the production of
4AUVAVMA AUVA. A*»w VilOiUAVCIt O1IU */Cl AllUb AllUUOiFilc:? dl C ClIOV BlglUllVttUC UOCiO Ul 11UU1-

spar. There are many other diverse uses of fluorspar including water fluoridation.
"With the exception of 1981, domestic production of fluorspar has declined since 

1976. The decline is believed to have been caused by recessions of the U.S. economy, 
the low profitability of sales of domestic fluorspar at prices that are competitive 
with foreign production, and health and safety regulations.

"The recent recession has lowered the demand for fluorspar and, together with 
high interest rates, has created problems for current producers and discouraged po 
tential producers.

"Reserves of fluorspar in the United States are not sufficient to meet U.S. 
demand until the year 2000, and the recovery of fluosilicic acid, which is dependent 
on the production of phosphate fertilizer, may be needed to fill the gap. The United 
States contains extensive subeconomic fluorspar resources, the characteristics of 
which—ore grade, deposit size, and location with respect to market and transporta 
tion routes—makes them unprofitable under current economic conditions. Signifi 
cant price increases would be needed for these resources, located mostly in the 
West, to become economical.

"Foreign reserves of fluorspar are more than adequate, and foreign producers, be 
cause of lower operating costs, are able to export to the United States at prices 
below those that are profitable for most domestic producers." 1

AISI believes that it is clear that the 13.5% duty on metallurgical grade fluorspar 
is not serving as an effective protection for the domestic industry and should be sus 
pended.

In summary, AISI supports H.R. 2947 and urges its adoption.

OCLEBAY NORTON Co., 
Cleveland, OH, November 17, 1983. 

SUBCOMMITTEE ON TRADE, COMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, DC.

GENTLEMEN: The duty on Fluorspar has been unsuccessful in maintaining a viable 
fluorspar industry in the United States. As a long-term processor and distributor of 
fluorspar, we support enactment of H.R. 2947 to suspend this duty until June 30,

Very truly yours,
ROBERT A. THOMAS, 

Assistant Vice President, 
Administration and General Counsel,

1 "Fluorspar," Mineral Commodity Profiles, Bureau of Mines, U.S. Department of the Interior, 
1983.



H.R. 3158
To implement the Customs Convention on Containers, 1972. 
No comments were received on this bill.

H.R. 3159
To require that customs duties determined to be due upon a liquidation or reliqui- 

dation are due upon that date, and for other purposes.
STATEMENT OF EUGENE J. MILGSH, EXECUTIVE VICE PRESIDENT, THE AMERICAN 

ASSOCIATION OP EXPORTERS AND IMPORTERS
The American Association of Exporters and Importers ("AAEI") submits this 

statement in opposition to H.R. 3159. H.R. 3159 would amend section 505 of the 
Tariff Act of 1930, 19 U.S.C. § 1505 to require that Customs duties determined to be 
due upon liquidation or reliquidation are payable immediately. H.R. 3159 would also 
require payment of interest on those duties when not paid within 25 days of liquida 
tion.

AAEI is a voluntary association of 1,300 exporters, importers and service firms, 
founded in 1921. AAEI's members are active in importing and exporting a vast 
array of goods, such as apparel, electronics, agricultural products, computers and 
steel. AAEI members also provide finance, insurance and transportation services to 
the international trade community.

I. INTRODUCTION
4

Under present law as interpreted by the Court of International Trade and the 
Court of Customs and Patent Appeals, now the Court of Appeals for the Federal 
Circuit, additional duties deemed due at liquidation or reliquidation are not payable 
until 90 days after the date of liquidation or reliquidation. If an administrative pro 
test is filed, additional duties are not payable until 180 days after the date of denial 
of the protest. This situation follows from the decision of the Court of International 
Trade in Heraeus-Amersil, Inc. v. United States, 1 C.I.T. 249, 515 F. Supp. 770 (1981), 
affd, 671 F.2d 1356 (CCPA 1982), and has been carried over to the Customs Regula 
tions, 19 C.F.R. §24.3(eX1983)

H.R. 3159 would amend section 505 to provide that increased duties assessed at 
liquidation or reliquidation are due immediately, and if payment is not received 
within 25 days of liquidation or reliquidation, interest is to be assessed from the 
date of liquidation. The bill would also amend section 520 of the Tariff Act of 1930 
by adding a new subsection (d) to provide that if an entry is reliquidated pursuant 
to protest, section 520(cXD , or court order, interest, measured from the date of pay 
ment, will be allowed on amounts paid as additional duties and subsequently re 
funded. For reasons which are detailed below AAEI feels that the legislation is un- 
necessry, unfair, and if passed, would work an undue hardship on many importers.

II. BACKGROUND

In order to palce this proposed legislation in perspective it is necessary to review 
certain technical background.

At the time of entry the Customs Service has the authority under section 505(a) of 
the Tariff Act of 1930, authority which it frequently exercises, to insist that the im 
porter pay estimated duties in an amount deemed appropriate by the Service. It is 
AAEI's belief that the great majority of entries are accompanied by duty deposits in 
amounts ultimately deemed proper by the Customs Service. These duty deposits are 
not the subject of this legislation. H.R. 3159 addresses only increased duties, that is 
additional duties found due subsequent to entry at the time of liquidation or reliqui 
dation. Liquidation is the final administrative action relating to the amount of 
duties due against a particular entry. Although we do not have access to data per 
mitting us to determine the number of entries against which additional duties are 
assessed at liquidation, we believe that the numoer is insignificant. It is also our
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belief, again not supported by specific information, all of which is in the possession 
of the Customs Service, that liquidation far more frequently results in the refund of 
estimated duties.

In transmitting a draft of H.R. 3159 to the House of Representatives, the Treasury 
Department cited four adverse consequences of the Heraeus-Amersil decision: 1) an 
increase in the number of administrative protests; 2) Customs difficulty in respond 
ing to protests; 3) increase in the number of Custoirm uocisions brought to court, and 
4) delay in collecting duties owed the Government.

The increase in protests is not necessarily a consequence of the Heraeus-Amersil 
decision. There may be other reasons; e.g. changes in the value law and other 
changes brought about by the Trade Agreements Act of 1979 may be the reason for 
the increase in protests activity. Unless the protests refer to entries liquidated with 
an increase, there can be no connection with Heraeus-Amersil. If there is a connec 
tion, the Customs Service should have no difficulty in identifying and quickly deny 
ing those protests whose only purpose is to delay payment. A program designed to 
achieve this capability is a far better solution to any problems which have been the 
consequence of the Htraeus-Amersil decision than H.R. 3159.

III. AAEI POSITION

A. The basis for AAEI's opposition.—The primary reason that AAEI opposes this 
legislation is that it is simply unfair. First, as noted above, the Customs Service has 
the authority to require importers to deposit estimated duties in whatever amounts 
the Service deems appropriate. Second, it seems to AAEI that the current state of 
the law is the proper approach, one which Congress in its wisdom has mandated 
since 1922. An importer should not be required to pay increased duties when it be 
lieves that tht increase imposed by the Customs Service is improper. The law pro 
vides that an importer may protest such an increase and it is only equitable to 
delay the requirement for payment of increased duties until such time as that pro 
test has been acted upon.

The Customs Service seeks this legislation in part because it believes that its abil 
ity to collect duties owed to the Government is being hampered. A protest addresses 
this very point—what is owed the Government. Until the protest is acted on the 
amount due or owed has not been determined. Importers should be permitted to ex 
haust their administrative remedies. H.R. 3159 substantially would deny the right 
to meaningful administrative review.

The payment of interest will not alleviate the financial burden on importers faced 
with substantial duty increases. In many instances the increases are so large that 
the requirement of payment will jeopardize the financial integrity of the importer. 
This is a particularly unfair result when the importer believes that Customs has 
assessed duties in an inappropriate or illegal amount and the importer has filed or 
intends to file a protest challenging the increased duties. The only equitable ap 
proach is to delay the requirement of payment at least until the protest has been 
considered by the Custoncs Service. It is patently unfair to require American busi 
ness to pay increased duties when the underlying legal and Victual issues upon 
which the increase was based are the subject of an administrative challenge.

B. Calculation of interest under the bill—AAEI notes that the Mil does not pro 
vide details concerning the interest to be assessed on late payment i. The proposed 
legislation states only that interest shall run from the date of liquid*. *.;on or reliqui- 
dation and shall be at a rate determined by the Secretary of the Treasury." Pre 
sumably, the details of interest will be covered by regulation.

Putting aside the question of whether this is a lawful delegation of authority, 
AAEI notes that Customs has proposed a regulation regarding interest on delin 
quent payments. 48 Fed. Reg. 10077 (1983). This proposal would require that interest 
would be charged beginning with the due date for full 30 day increments regardless 
of when payment is made within that 30 dt.y period. Thus, under the proposed regu 
lation, whether payment is two days late or 30 days late, a full 30 days interest is 
assessed. Commenting on these proposed regulations AAEI noted that in extreme 
circumstances the effective rate of interest charged the importer could be as high as 
389%. We raise this here to suggest that in the event the Committee determines to 
approve H.R. 3159, th N legislation itself, or the legislative history, contain an admo 
nition to the Customs Service that if it is to charge interest it do so on a more equi 
table basis than would be the case under the regulations recently proposed.

IV. SUGGESTED AMENDMENTS

A. Interest on refunds of estimated duties.—Under H.R. 3159, payment of interest 
to a i v'cccduful protesting party runs only from the date of liquidation or reliquida-



115
tion, and then is paid only against the refund of increased duties. Interest would not 
be paid on refunds of excess estimated duties deposited at time of entry. Most pro 
tests are filed against liquidations where ther are no increased duties but where 
Customs required the payment of estimated duties in amounts ultimately found im 
proper by the Sei-ice itself. AAEI believes that the refund of estimated duties 
should be treated in the same fashion as refunds of increased duties. AAEI there 
fore suggests that if H.R. 3159 is to be reported out by this Committee, and AAEI 
strongly opposes any such action, that it be amended to provide that all refunds 
paid as a result of a protest, 520(cXl) claim, or otherwise, bear interest from the 
date of payment. Language which would effect this change in proposed section 
520(d) is set forth in the Appendix.

The language we suggest also would provide that in certain instances increased 
duties which are refunded at liquidation without the necessity of filing a protest or 
other claim would bear interest. We limit the interest requirement in these circum 
stances to entrie? where liquidation has been extended or suspended pending Cus 
toms Service action on a protest, court action or other administrative or judicial 
proceedings. This change is also reduced to the suggested language set forth in the 
Appendix.

B. Refunds prior to liquidation,—AAEI proposes an additional amendment to 
permit refunds prior to liquidation. As interpreted by the Customs Service, current 
law permits a refund of duties only at liquidation or reliquidation. Instances arise 
where Customs acknowledges that the duties deposited were erroneously high, per 
haps because of clerical error. In these situations, although it readily acknowledges 
that it has collected excessive duties, Customs takes the position that it may not 
refund the duties until the entry is liquidated. This occasionally works a hardship 
where liquidation is delayed, for example, by reason of a countervailing duty or 
antidumping proceeding. Accordingly, AAEI proposes a change in section 520(aXD of 
the Tariff Act of 1930 which would permit Customs to refund duty overpayments in 
appropriate cases prior to liquidation where liquidation will be delayed for a sub 
stantial period of time. Language which would effect this change is set forth in the 
Appendix.

C. Effective date.—H.R. 3159 would provide that the amendment to section 505 
shall take place on the thirtieth day after the date of enactment. Liquidations and 
reliquidation made prior to that time would be deemed to have been made as of the 
effective date. The amendments to section 520 would apply only to entries reliqui- 
dated after the date of enactment.

AAEI believes the proposed effective date of section 505 is unfair. This legislation 
should not penalize those importers whp have followed the law as applied under the 
Heraeus-Amersil decision. The legislation should be effective only as to those liqui 
dations and reliquidations which take place on or after the thirtieth day following 
enactment. It should have no effect on liquidations or reliquidations made before 
such time. Indeed, it is somewhat anomalous that in situations where the Customs 
Service would receive interest the legislation would be retroactive, whereas under 
circumstances where the legislation would require the Customs Service to pay inter 
est to importers, the legislation is effective only as to liquidations and reliquidations 
made after the enactment of the proposed legislation. Presumably, this is so because 
the government may find it difficult to budget funds for interest payments where 
such were not planned. The same difficulty exists for importers. There is no reason 
why the Government should be treated more favorably than its citizens.

v. CONCLUSION
For the reasons set forth herein, AAEI believes that H.R. 3159 should not be re 

ported out by the Committee. The legislation is unnecessary to resolve the difficul: 
ties faced by the Customs Service. Further, the legislation is fundamentally inequi 
table and would work a serious and unnecessary hardships on importers, many of 
which are small businesses.

AAEI appreciates the opportunity to express its views on this very important leg 
islation. If we can provide additional information or comment please do not hesitate 
to contact the undersigned.

APPENDIX
SUGGESTED AMENDMENT OF SECTION 520

(a) The Secretary of the Treasury is authorized to refund duties or other receipts 
in the following cases:
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(1) Excess deposits.—Wherever it is ascertained [on liquidation or reliquidation of 

an entry] that more money has been deposited or paid as duties than was required 
by law to be so deposited or paid;

(d) If a determination is made to reliquidate an entry as a result of a protest filed 
under section 514 of this Act or an application for relief made under subsection (cXD 
of this section, or if reliquidation is ordered by an appropriate court, interest shall 
be allowed on any amount [paid as increased or additional duties under section 
505(c) of this Act] refunded at the annual rate established pursuant to [that] section 
505(c) of this Act was determined as of the date of liquidation or reliquidation. The 
interest shall be calculated from the date of payment to the date of 0) the refund, 
or (2) the filing of a summons under section 2632 of title 28, United States Code, 
whichever occurs first. This subsection shall apply equally to entries liquidated with 
a refund where liquidation was extended or suspended pursuant to section 504 of this 
Act by reason of a pending protest. [Language to be deleted is in brackets; new lan 
guage is italicized.]

STATEMENT OF JOSEPH F. DONAHUE, JR., CHAIRMAN, ADMINISTRATIVE PRACTICE 
COMMITTEE, CUSTOMS AND INTERNATIONAL TRADE BAR ASSOCIATION

INTRODUCTION
This statement is presented on behalf of the Customs and International Trade Bar 

Association (CITBA), a national bar association whose members practice throughout 
the United States primarily in the area of customs and international trade law. Our 
members represent clients before the United States Customs Service, both in Wash 
ington and at ports throughout the United States, the Department of Commerce, 
the International Trade Commission, the United States Court of International 
Trade, and the United States Court of Appeals for the Federal Circuit. One of our 
common interests is the fair and effective administration of the laws related to im 
porting and exporting. The Association was organized in 1919 as the "Association of 
the Customs Bar." In 1981, its name was changed to the Customs and International 
Trade Bar Association, following the change in name of the United States Customs 
Court to the United States Court of International Trade and consistent with the 
evolution of the practice of its members from the relatively narrow scope of U.S. 
customs matters to the broader range of issues related to international trade. We 
welcome the opportunity to express our views on H.R. 3159.

SUMMARY OF H.R. 3159

H.R. 3159, entitled "A Bill to require that customs duties determined to be due 
upon a liquidation or reliquidation are due upon that date, and for other purposes," 
may be broken into two sections. Section 1 relates to the time when duties are to be 
due and payable, and Section 2 relates to the payment of interest by the Govern 
ment on monies which are paid as increased duties and subsequently refunded. Spe 
cifically, under Section l(a), Section 505 of the Tariff Act of 1930 (19 U.S.C. § 1505) 
would be amended by adding a new subsection (c) which would provide that duties 
determined to be due upon liquidation or reliquidation shall be due ori the date of 
that liquidation or reliquidation, and if payment is not received by Customs within 
25 days after that date, payment shall be considered delinquent and the importer 
will be assessed interest from the date of liquidation or reliquidation. Under Section 
l(b), the amendment is to take effect on the 30th day after the date of enactment, 
but, for purposes of applying the amendment with respect to liquidations and reli- 
quidations made before such 30th day, and with respect to which the duties due 
thereon have not been paid, the liquidation and reliquidations shall be deemed to 
have been made on such 30th day. Thus, if an entry has been liquidated or reliqui- 
dated prior to the effective date of the law, and duties have not been paid, the 
duties would .he duejoathe effective date of the law, and if not paid within 25 days 
thereof would be subject to the assessment of interest.

Under Section 2(a), Section 520 of the Tariff Act of 1930 (19 U.S.C. § 1502) would 
be amended by adding a new subsection (d) which would provide that if an entry is 
reliquidated pursuant to a protest, or an application for relief under section 520(cXD 
or by court order, interest shall be paid on any amount which has been paid as in 
creased or additional duties under action 505(c). The interest rate shall be calculat 
ed from the date of payment of the increase, and the rate will be the same as the 
rate of interest determined applicable to late payments under section 505(c) and in 
effect at the time of liquidation or reliquidation of the enu., in question.
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The proposed amendment was prompted by the decision of the United States 

Court of Customs and Patent Appeals (now the United States Court of Appeals for 
the Federal Circuit) upholding a decision of the Court of International Trade in the 
case of United States v. Heraeus-Amersil, Inc. Under that decision, increased duties 
which were determined on liquidation were held not to be due and payable until 
either (1) the 90-day protest period provided for in 19 U.S.C. 5 1514(cX2) has expired 
without the filing of a protest, or (2) if a protest has been filed and denied, when the 
time to appeal to the Court of International Trade under 28 U.S.C. § 1581(a) has ex 
pired.

SUMMARY OP POSITION

The CITBA position is summarized as follows:
1. We oppose Section l(a) which would make increased duties due upon liquida 

tion or reliquidation. We propose, as an alternative, that duties should not be due 
until after customs has rendered a final decision on a protest, or the protest period 
has expired.

2. We recommend that it be made clear that any amount assessed as interest as a 
result of late payment, of increased duties is to be included in any amount returned 
to the importer if duties are eventually refunded.

3. We oppose the retroactive effect provided for in Section l(b) and propose that 
the law should apply, with respect to entries made on or after the effective date.

4. We support Section 2(a) which provides for the payment of interest on any re 
payment of increased duties. We propose, also, that interest should be paid on re 
funds of duty deposits.

5. The concerns raised by the Customs Service as a result of the Htraeus decision 
will be eliminated under the CITBA proposal.

The changes proposed in paragraphs 1, 3 and 4, above, appear in brackets in a 
copy of H.R. 3159 which is attached hereto as Appendix 1. The language to be re 
moved has been lined out. The proposal covered by paragraph 2, above, has been 
added as Section 3 to H.R. 3159.

BASIS OP POSITION

/. The importer has a statutory right to administrative review and should be given 
an opportunity to exhaust the administrative process before being required to pay 
increased duties.

At the time that merchandise is entered into the United States, the District Direc 
tor has the discretion to determine the appropriate amount of duties to be deposited. 
(See, 19 U.S.C. § 1505(a); 19 C.F.R. 141.103.) If the importer disagrees with the depos 
it required by Customs, he must nevertheless deposit the estimated duties or his 
goods will not be released. While the primary issue which is the subject of the pro 
posed legislation does not relate directly to the duties deposited at entry, but rawer 
to duty increases found to be due when the entry Is liquidated or reliquidated, it is 
important to note that it is Customs, and not the importer, that controls the initial 
deposit of estimated duties. •

Having deposited duties which were considered sufficient at the time of entry, the 
importer is ultimately sent a "liquidation notice" which reflects the final computa 
tion and ascertainment of duties by the Customs Service with respect to the particu 
lar entry. The decision of the customs officer is final and conclusive unless a protest 
is filed or unless a civil action contesting the denial of a protest is commenced in 
the United States Court of International Trade (19 U.S.C. § 1514(a)). If a protest is 
not filed, the decision becomes final 90 days after liquidation. 1 However, if a valid 
protest is filed, the "finality" of liquidation is suspended and the importer is given 
the opportunity to present matters of fact and law to support & reversal of the origi 
nal customs decision. During the same 9CWay period, Customs can sua sponte re 
verse itself and reliquidate the entry at a higher rate or value and demand addition 
al duties or reach a lower rate or value and refund any excessive duties. This proce 
dure obviously recognizes the value of administrative review, intended for the bene 
fit of both Customs and the importer. It also recognizes the possibility that a deci 
sion originally made by the customs officer will be reversed. It is inconsistent with 
this procedure to require payment of increased duties during the period within 

the customs decision may be challenged and the original decision reversed.

1 In the case of a clerical error, mistake of fact or other inadvertance not amounting to an 
error in the construction of law, a challenge may be raised up to one year after liquidation (19 
U.S.C. § 152<XcXl».
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Stated otherwise, the suspension of finality should also suspend the obligation to 
pay until action is taken upon the protest, or the period to protest expires.

(a) Review of the protest.—The customs officer enjoys a presumption of correctness 
with respect to the decision which he has made and the burden is on the protesting 
party (generally the importer of record) to establish that Customs' decision is incor 
rect and that the claimed position is correct. (See, e.g., United States v. Pern, 464 F. 
2d 1043, 59 CCPA 190 (1972)0

A brief summary of the procedure involving the filing and reviewing of a protest 
is appropriate. The protect itself is a rather simple document, wherein the importer 
briefly describes the decision being protested, the claim of the protesting party, and 
the factual and legal arguments in support of the protest. As long as the protest 
contains these elements, no rigid form need be followed.' Generally, the protest is 
delivered to the Protest Section in the customhouse and then to the import special 
ist for his review and decision. In effect, the import specialist who made the original 
decision which resulted in the increased duties now has the opportunity to review 
that decision in light of additional facts and/or law provided by the importer. Since 
each import specialist handles only certain lines of merchandise, and since the pro 
test is directed to the import specialist who made the decision which is being chal 
lenged, it is fair to say that the import specialist generally is familiar with the mer 
chandise, the legal issues involved, and the facts in the particular case. The burden 
is not on the import specialist to justify his original decision. Rather, as noted earli 
er, his decision is presumptively correct and must be overcome by the importer's 
evidence.

The protest may address any number of factors. Frequently, the original decision 
of the import specialist may have been based on an incomplete set of facts. For ex 
ample, the import specialist may not have had adequate information on the compo 
nent material of an article, or its specifications, or its intended use, or the purpose 
of a certain feature of the merchandise, all of which can caTect its tariff classifica 
tion. Or, information as to the pricing of the article nuy have been needed, thus 
affecting its dutiable value. In other cases, a ruling of wnich the import specialist 
was unaware may be brought to his attention. Such cases are relatively simple to 
resolve and, when the facts are fully explained, the protest may be granted. Some 
times a case will involve a close question which requires a detailed explanation of 
the facts and law, with discussion of appropriate administrative and judicial au 
thorities. Such protests are generally supported by a detailed memorandum filed by 
the importer or his counsel.

In reviewing the case, the import specialist will review any data submitted in sup 
port of the importer's claim. If the importer submits nothing more than a legal con 
clusion without supporting facts and/or law, he cannot expect the import specialist 
to look beyond the four corners of the protest and to receive more than perfunctory 
review and denial.3 Such action would be consistent with the proposition that the 
burden rests on the importer to justify the correctness of his position. _ _ _

(b) Possible delays in the protest procedure.—Once the protest and any supporting 
memoranda are filed, the matter is out of the hands of the importer and within the 
sole jurisdiction of the Customs Service. If delays occur with respect to the review of 
the protest, the importer should not be responsible since he cannot control the 
delay. It is not uncommon to encounter rather significant delays in the review of 
protest? within the Customs Service, and we submit that these delays could be re 
duced if a conscious effort were made to do so. When the protest is filed, it is held 
by the protest section until the expiration of the full 90-day period. Thus, if a pro 
test is filed 30 days after liquidation, it will remain in the protest section at least 
another 60 days before being directed to the import specialist. It is our understand 
ing that the reason for so holding the protest is so that if the protest is amended 
during this period, the amendment can be combined with the intitial protest. (It is 
also our understanding that very few protests are amended after filing.) At the expi 
ration of the 90 days, the protest and the related entry documents are forwarded to 
the import specialist. This is a clerical task. When the import specialist receives the 
document, he must review the points of fact and law raised by the importer and 
render his decision. The decision is not in the form of a letter to the importer, but

* A representative standard form (Customs Form 19) available from the Customs Service is 
attached to this statement as Appendix 2.

3 When an issue in raised which covers several entries of the same merchandise, liquidated on 
various dates, one protest generally will be supported by the detailed factual and legal discus 
sion with the subsequent protest merely referring to or incorporating by reference the detailed 
presentation. The import specialist reserves judgment on these protests until he has reviewed 
the detailed arguments, and then grants or denies all protests accordingly.
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rather a copy o' the protest is returned with the "Customs Decision on Protest" in 
dicated by a cf eck mark in one of the four boxes in section 14A of the protest. (See 
Appendix 2) Th is, if the import specialist does not receive the information required, 
he merely has to check the box indicating the protest has been denied. It is difficult 
to see why there should be any significant time expended in this decision process. 
The import specialist is, assumably, acquainted with the law and facts related to the 
issue in question. He must be given specific facts and law by the importer in sup 
port of his claim. If he does not receive those facts and law, he v-itt deny the clau. 
Once a claim has been granted or denied with respect to OIK protest, all other ;.ro 
tests covering the game issue can be summarily granted or denied by a clerical 
member of the import specialist's team. If there are delays in this process, the im 
porter should not be made to suffer by the requirement to pay the increased duties 
pending Customs' decision on the protest.

At first glance, one might suggest that an importer is not disadvantaged if he is 
required to pay prior to a decision on the protest in view of the fact that he is able 
to receive interest on the money from the date of payment. This suggestion is trou 
blesome for two reasons. First, it seems to be inconsistent with the general "exhaus 
tion of remedies" principle under which a party must pursue his administrative 
relief prior to commencing court action. Certain administrative machinery has been 
put in place to that an importer can suspend the finality of the administrative deci 
sion and legitimately challenge the customs action, and if the decision is thereby 
rendered "not final, there should be no obligation to pay until a final administra 
tive decision is rendered. Even more critical, however, is the possible injury to an 
importing company who is precipitously faced with unexpectedly high duty bills, 
particularly when it had no reason to anticipate the increased duties. Generally, a 
company anticipates its duty liability at the time of entry on its knowledge of the 
product and the estimated duties required with the entry and prices the merchan 
dise accordingly. The later assessment of a substantial duty increase on a small 
company that did not expect the increase can cause financial hardship and may 
threaten the company's very existence. While we recognize that an importer must 
ultimately pay the duty liabilities which it owes, we suggest that in view of the ad 
ministrative machinery available by the protest procedure, the importer should be 
given the opportunity to present his case and, as frequently happens, satisfy Cus 
toms that the original entry was correct and that duties are not owing.

Our proposal would give the importer the full opportunity for administrative 
review. If, at the end of that review, the protest is denied, the importer would have 
to pay within 30 days of denial. This proposal would, on the one hand, remove the 
need to pay before the administrative remedies were exhausted, but would prevent 
the importer from witholding payment during the period from 30 days after denial 
until the action is filed in court (which can presently be done under the Heraeus 
decision). In effect, the 180-day "free" period which the importer under the Heraeus 
decision, running from the date of denial of the protest to the date of filing of the 
summons, would be shrunk to a mere 30 days. We suggest that this proposal is fair 
to the importer and fair to the Customs Service. Any extensive delay between the 
time that the protest is filed and the time that it is decided and, for the sake of 
discussion, denied, wouki be delay resulting from Customs' action and outside of the 
control of the impoite:. It is unreasonable to penalize the importer for this delay. 
The solution to such delays should not be sought by requiring the importer to pay 
the increased duties sooner; the solution should be sought through procedures 
within the Customs Service, and specifically in expediting the handling of protests, 
which would remove the cause of this delay.
2. If interest is assessed against the importer because the payment of increased duties 

is late, the interest as well as the increase should be refunded if the importer 
prevails on the protest or by judicial decision.

We would assume that if Customs or the Court eventually concludes that the im- 
>rter is entitled to a refund of the increased duties, a refund of interest assessed 

lor late payment of the increase also would be refunded. However, this is not clear 
from the proposed bill and should be addressed. An amendment of 19 U.S.C. 
§ 1515(a), which is directed to refunds, would make it clear that any amount paid as 
interest for the late payment of duties would also be refunded with the duties which 
are refunded.
A The law should not be applied retroactively.

Under section Kb), the proposed amendment would become effective 30 days after 
the date of enactment. Entries which had been liquidated before the effective date, 
but as to which duties are unpaid on that date, will be deemed to have been liqui 
dated on the effective date. This provision is difficult to justify. In effect, importers

po 
fo
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who have received duty increases for entries liquidated since April 198)., and who 
have been legitimately seeking administrative relief and have deferred payment in 
acccordance with the law enunciated by the Customs Court, will now have to pay 
over two and a half years of duty bills on a single day. Some companies, of course, 
will have the cash to make these payment*, but as to many other*, the obligation to 
produce such substantial sums of cash will be burdensome, if not impossible. One 
might suggest that such importers would eventually have to produce the same 
amount of cash under the present law or even under the 01TBA proposal. The dif 
ference, however, is that neither the present law nor the CITBA proposal will re 
quire payment for all the entries on one date. Under the present law, duties must 
be paid by the time a summons is filed to commence an action in the Court of Inter 
national Trade. The summonses are tied to protests which have been denied on vari 
ous dates. Thus, summonses are staggered and payment of increases are staggered. 
The same effect is produced by the CITBA proposal; entries are covered by different 
protests which would be denied on different dates. Payments of increased duties 
would thus be staggered. Under the proposed bill, the burden of requiring payment 
of bills on a single date when they have accumulated over a period of two and a half 
years or more would create chaos for a large portion of tho importing community. 
No legitimate reason supports such a proposal and; therefore, any bill which may be 
passed on this subject should not be applied retroactively. It should apply only to 
entries made, or withdrawn from warehouse, for consumption on or after its effec 
tive date. Such language is routine in legislation directed to imports.
4. Payment of interest on duty increases which are subsequently refunded is fair.

Whether increased duties are paid 25 days after liquidation, as under the pro 
posed bill, or following denial of a protest, as under the CITBA proposal, the Cus 
toms Service will have the benefit of the payment and the importer will be deprived 
of the money until the customs decision is overturned. A decision overturning the 
assessment would indicate, in effect, that the Customs Service never was entitled to 
the money. It is appropriate in such circumstances to return the increase with inter 
est.

As indicated earlier, the District Director at each port has the discretion to deter 
mine the duties to be deposited at entry. If the deposit is eventually found to be 
excessive upon the filing of a protest, a refund is forthcoming. It would be appropri 
ate to include interest on such refund since the importer was deprived the use of 
the money during the period that it was held by Customs.
5. The concerns raised by the Customs Service will be eliminated under the CITBA 

proposal
In discussing this subject with the Customs Service, we have learned that Cus 

toms has several concerns as a result of the Heraeus decision which it seeks to cor 
rect by the proposed legislation. We suggest that the CITBA proposal, coupled with 
a realistic and reasonable effort by the Customs Service in handling protests, should 
eliminate Customs' apprehensions without imposing undue burdens on importers.

(a) Substantial increase in the number of protests filed.—It has been suggested 
that Heraeus will be a vehicle for importers to improve their cash flow by enabling 
them to withhold the payment of duties during the initial 90-day protest period, 
plus the period during which the protest is pending, plus the 190-day period follow 
ing denial and prior to the time within which a court action must be filed. Customs 
has Indicated that, in effect, it is good business practice for an importer to protest 
every entry and that this has led to the filing of frivolous protests.4 For purposes of 
this discussion, we should consider three separate time periods:

4 Preliminarily, we must question the fundamental premise that a significant number of "friv 
olous" protests nave been filed since the decision in Heraeus Amenil The case was decided by 
the United States Customs Court in April 1981. Therefore, it would be expected, according to 
Customs' premise, that there have been a significant number of meritless protests filed since 
that date. According to figures supplied by the United States Customs Service in a letter dated 
October 25, 1983 to the Chairman of CTTBA's Administrative Practice Committee (ADM-3- 
CO:T:D:EHG), protests for fiscal year 1980 amounted to 35,830, while protests filed in 1982 
amounted to 40,102. During the same two periods, the number of entries liquidated increased 
from 4,635,974 for FY 1980 to 4,894,427 for FY 1982. In effect, .07% of the entries which were 
liquidated in FY 1980 were protested, and .08% of the entries liquidated in 1982 were protested. 
This relatively small increase is hardly dramatic. In addition, Customs indicated in the same 
letter that they do not maintain statistics to show the number of protests granted and denied. 
Thus, we cannot tell whether the increased protests were ever denied, much less whether they 
were frivolous. We must question, therefore, the basis for the suggestion that there has been 
and will be a dramatic increase in the number of frivolous protests.
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(1) the first 90 days; (2) the indefinite period during which the protest remains 

within Customs' jurisdiction; and (3) the 180-day period following denial.
With respect to the first 90-day period, the statute recognizes that this is a reason 

able period within which the importer should be able to develop and present infor 
mation which would be a basis for Customs to review and reverse its decision. The 
initial decision is not final during this period. We question the procedure presently 
followed by the Customs Service to retain all protests in the Protest Section of the 
customhouse during the initial 90-day period on the likelihood that an importer 
may seek to amend the protest. In our experience, amendments rarely occur. Thus, 
if an importer protests an entry prior to the expiration of the 90jday period, i.e., on 
the 60th day, the protest should be routed to the import specialist at least for pre 
liminary consideration. There is no need for Customs to delay review until the expi 
ration of the initial 90-day period. 1

With respect to the second period, i.e., after the importer has filed his protest and 
before the customs officer has ruled thereon, Customs has control over the extent of 
any delay. If the Customs Service seeks to reduce the attractiveness to an importer 
of filing protests merely in order to receive cash flow benefits during this period, it 
should act more promptly on the protests which have been filed. It is likely that the 
importer gets more "benefit" out of the delay during this stage of the proceeding 
than out of the initial 90-day period. As explained earlier, the importer has the 
burden to establish his claim and the import specialist has the expertise to evaluate 
the evidence and to distinguish the legitimate from the frivolous protest. If the pro 
tests are promptly referred to and reviewed by the import specialist, and those 
which are clearly meritless are denied, importers seeking to file frivolous protests 
will quickly learn that there is no particular benefit obtained by filing such pro 
tests. In effect, Customs can effectively remove any incentive to file frivolous pro 
tests by making it clear that these protests will be promptly reviewed, detected and 
denied. The importer who has a serious protest, supported by appropriate legal and 
factual documentation, will not be prejudiced.

The third "free" period, i.e. the 180 days between the denial of the protest and the 
obligation to file in court, will be reduced to a mere 30 days. Thus, rather than 
having 180 days from denial of protest to pay under our proposal, any party who 
has protested and received an adverse decision will have to pay within 30 days or 
incur interest.

(b) Hampering the ability of Customs to respond to protests.—As noted above, if the 
initial "waiting period" within the Customs Service is minimized, the Customs Serv 
ice diligently addresses protests as received, and the 180-day period is reduced to 30 
days, there is every likelihood that there will be no attraction to filing protests 
merely to have the use of the duty increase money during this period. Thus, it is 
fair to assume that there will not be any significant growth in the number of pro 
tests filed. Customs will be able to review the protests, and dismiss those which are 
without merit without being hampered in its ability to fully consider a supportable 
protest. There should be no likelihood that legitimate protests will not be properly 
reviewed within the two-year period provided for in 19 U.S.C. § 1515(a).

(c) Increased numbers of actions in the Court of International Trade.—Since the 
legitimate protests will be able to be fully reviewed and will not be summarily dis 
missed at the administrative level, protests which have been properly supported at 
the administrative level will be granted, and there will be no need to commence an 
action in the Court of International Trade. Thus, there will not be an increase in 
cases before the Court.

(d) Impact upon the collection of customs duties.—Since our proposal removes any 
incentive to file the "frivolous" protests, the volume of protests is not likely to be 
significantly greater than in the past. Concededly, the increased duties on entries 
not protested which would be collectable 25 days after liquidation under the pro 
posed law will not be collectable for 90 days under our proposal, i.e. at the end of 
the 90-day period within which to file a protest. With respect to entries which are 
protested, the extent to which the delays occur beyond the 90-day period are under 
the control of the Customs Service and not the importer. While our proposal will

* Another reason for awaiting the expiration of the 90-day period may be the concern that a 
broker or surety may Hie a protest against the same entry. This possibility should not prevent 
the Service from at least sending the importer's protest to the import specialist for his initial 
review. If the surety or broker does file a protest, the import specialist can consolidate it with 
the importer's protest. If there is not a second protest Filed by the end of the 90-day period, the 
import specialist can finalize his decision on the protest which he has reviewed. We would 
expect that multiple parties file a protest against an entry in only a relatively few number of 
cases.
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remit in a greater extension of the collection period than would exist under the pro 
posed law, it will be substantially less than the period for collection under the Her- 
aeut decision. We suggest that this will not have any significant impact on the abili 
ty of Customs to collect revenues or on the amount of revenues collected.

In effect, the concerns registered by Customs are based in large part on the appre 
hension that under the Heraeus decision the number of protests will continue to 
grow and Customs will be substantially delayed in responding to them. As indicated, 
under the CTFBA proposal, the number of protests will not grow and Customs will 
have ample time to review the legitimate protests. To suggest that Customs will 
become mired in protests, and that the solution is to require the importer to pay 
increased duties long before he has exhausted his administrative remedies, is to fail 
to place responsibility where it properly should be placed.

We appreciate having the opportunity to provide our views on this important leg 
islation. If there are any questions concerning our position, we will make ourselves 
available to confer with subcommittee staff members and provide whatever addi 
tional information may be helful.
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APPENDIX 1

.R.9ftn CONGRESS 
IsrSxano*

T» W^MW Hut CMIOM fctiei ieteniuoW to tt AM *ft* a
iM^M Out fete, «ai for ot)t«rpai?MM.

IN THE HOUSE 07 REPRESENTATIVES 
MAT M. 1981 '

Mr. GIMONS (by wqowt) tan***! tl>« feDow^f KB; wtucfc WM refemi to IW 
CoonHM M V»jt M! !(••«

A BILL
To require that customs duties determined to be due upon a.[after a protest has been liquidation or reBquidatipn are dueJLym ifcafiftti, and for

deoied, or after the time to file if protest has expired,] other purposes. _. ^

1 Be it enacted by tht Senalt and fftnut of Rcpretcnta-

5 tlta of tht United Statet of America in Congnn attemtted,

8 That (a) section 505 of the Tariff Act of 1930 (19 U.S.C.
4 1505) if amended bj adding at the end thereof the following

5 new subsection: **•

6 "(c) Duties determined to be due upon liquidation or
[that a protest filed against

7 reliquidation shaB be due OB the datc^rf AM ntyiielis» m
the entry covered by the liquidation or reliquidation has been denied 
or, in the case where no protest has been filed, the period to file 
a protest under Section 514 (c) (2) of the Tariff Act of 1930 (19 D.S.C. 
1514(c) (2)) has expired,]

8 rttiqmditri. tr* unless payment of the duties is received by
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s
1 the appropriate custom! officer withii^wmty-w days ftfter {the later of 

said dates, as the case my be, pauMnt]
»y|tiM dais, than he considered definqnent and hear interest
8' from the date odffidtrVSf SiX9BlS
A -^x-4ve * ./.v m_ - 514(o) (2) offee4 mined by the Secretary of the Treasury. . . Tariff Act of' 1930,

Vfhichever occurs
5 (b) The amendment made by subsection (a) shall take later,]
6 effect on the thirtieth day after the date of the enactment of
« *• A-» ,|J"h^ aP7 this Act aadj¥»*-piuippt
AB leseeei n nfii
A ^

A lor after) 
11 rs1imif^litiff»s shall Vs itteirii IT hsTt \itn mait

IS thirtieth day.
IS SBC. 2. (a) Section 520 of the Tariff Act of 1930 (19
14 U.S.C. 1520) is amended by adding at the end thereof the
15 following new subsection:
16 "(d) If a determination is made to reEquidate an entry
17 as a result of a protest filed under section 514 of this Act or
18 an application for relief made under subsection (cXl) of this
19 section, or if reliquidation is ordered by an appropriate court,

[estimated duties under eaction
20 interest shall be allowed on any amount paid asjlncreased pr. __.505 (a) of this

A Act or as]
21 additional duties under section 505(c) of this Act at the
22 .annual rate established pursuant to that sectida and deter-

. [of entry in the case of estimated duties and the date of
23 mined as of the dttqUlimiidilkn or regauSdatica> The inter, liquidation or

/I reliquidation inrelioj 

25 of (1) the refund, or (2) the filing of a summons under section

24 est than be calculated from th* date of payment to the date *** °"e **. to'.1 J creased duties.]
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t
1 2681 of tick 28, United SutM Cob, whichever ocean

2 fir*.". - '

f (b) Tl* amendment uiade bj wtaectwn (a) thai! apply

4 with raspeet to reBqoidWJon det«nnm»t»on« made ororderad .

5 oDorafterthedateortbeenaeUDeatofthitAei.
O

[Sec. 3. Section 515 of the Tariff Act of 

1930 (19 U.S.C. 1515) is amended by inserting* 

coona iunediately after "excesi* (in line 7 of the 

statute as it appears-in 19 O.S.C.) and then adding 

. immediately before "shall* (in the sane line) the 

following: "including any payment of interest..on.._ 

same,")
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STATEMENT or MARJORIE M. SHOOTAK AND EUGENE J. MILOSH ON BEHALF OP THE

JOINT INDUSTRY GROUP
H.R. 3159.—SUMMARY OF COMMENTS

The Joint Industry Group appears in opposition to H.R. 3159 and urges that it 
should not be enacted. It would reverse carefully considered decisions of the Courts 
permitting delayed payment of supplemental Customs duties assessed on liquidation 
of entries.

Duties due on liquidation or reliquidation are extra unexpected duty assessments 
in addition to estimated duties required to be deposited at the time of entry of im 
ported merchandise, imposed long after the merchandfrv has gone into consumption, 
which should not be subjected to interest.

Duty bills give inadequate information to warrant payment of the amounts as 
sessed. Information regarding the basis of the assessment must first by obtained 
from examination of the official entry papers on file with Customs at the port of 
entry.

The 25 days after issuance of increased duty bills, for receipt by Customs of pay 
ment of the increased duties assessed on liquidation, is insufficient to allow for re 
ceipt of the bill by the importer, ascertainment of the basis of the bill, and transmit- 
tal of payment of the duties, particularly when importers are not resident at the 
port of entry.

Importers should be permitted to exercise their rights to administrative review of 
the propriety of the increased duty assessment made on liquidation or reliquidation 
without having to deposit assessments contested.

The retroactive feature of Sec. 1 of H.R. 3159 is objectionable and inconsistent 
with the prospective effective date of Sec. 2, which would authorize payment of in 
terest on refunds but only on refunds of increased duties assessed on liquidation or 
reliquidation.

The amount of interest and method of computation thereof should be specified. 
Present interest rates of 16% compounded daily, in effect from January to June, 
1983, and 11% compounded daily, in effect from July to December, 1983, if imposed 
on increased duties assessed on liquidation or reliquidation, would impose a severe 
hardship on importers.

Appearance on behalf of the Joint Industry Group, a coalition of the following or 
ganizations, and on behalf of the businesses which comprise the members of these 
organizations:

Air Transport Association of America.
American Electronics Association.
American Association of Exporters and Importers.
American Retail Federation.
American Paper Institute.
Chamber of Commerce of the United States.
Cigar Association of America.
Computer and Business Equipment Manufacturers Association.
Council of American Flag Ship Operators.
Electronics Industries Association.
Foreign Trade Association of Southern California.
Imported Hardwood Products Association.
International Commerce Committee, Los Angeles Area Chamber of Commerce.
Motor Vehicle Manufacturers Association.
National Association of Photo Manufacturers.
National Committee on International Trade Documentation.
The Scientific Apparatus Makers Association.
U.S. Council for International Business.

STATEMENT

I am Marjorie M. Shoetak, a member of the law firm of Stein, Shostak, Shostak 
and O'Hara, of Los Angeles, California. My firm has for many years specialized in 
Customs and international trade matters. I am a member of the Executive Commit 
tee of the International Commerce Committee of the Los Angeles Area Chamber of 
Commerce, with over 4,000 members in five counties in Southern California, and a 
past officer and director of the Foreign Trade Association of Southern California, 
with over 450 members engaged in international trade or in servicing international 
trade.

I am accompanied by Eugene J. Milosh, Executive Vice President of the American 
Association of Exporters and Importers, a nationwide association, established in
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1921, with }.'o 1,300 members engaged in importing, exporting, and servicing the 
international trade community, including banks, insurance companies, shipping 
lines, brokers and law firme.

We appear before the Subcommittee today in opposition to H.R. 3159 on behalf of 
the Joint Industry Group, a coalition of the following organizations, and on behalf of 
the businesses which comprise the members of these organizations:

Air Transport Association of America.
American Electronics Association.
American Association of Exporters and Importers.
American Retail Federation.
American Paper Institute.
Chamber of Commerce of the United States.
Cigar Association of America.
Computer and Business Equipment Manufacturers Association.
Council of American Flag Ship Operators.
Electronics Industries Association.
Foreign Trade Association of Southern California.
Imported Hardwood Products Association.
International Commerce Committee, Los Angeles Area Chamber of Commerce.
Motor Vehicle Manufacturers Association.
National Association of Photo Manufacturers.
National Committee on International Trade Documentation.
The Scientific Apparatus Makers Association.
U.S. Council for International Business.
The Joint Industry Group has worked with the Subcommittee on numerous cus 

toms-related issues, including the Customs Procedural Reform and Simplification 
Act of 1978, and the development, successful negotiation and Congressional accept 
ance of the Customs Valuation Code of the Multilateral Trade Negotiations in 
Geneva Our members have an ongoing interest in the improvement of the U.S. cus 
toms system, and in procedures which encourage the continued growth and expan 
sion of international trade.

The Joint Industry Group objects to enactment of H.R. 3159, a Bill which would 
authorize the Customs Service to collect interest on duties determined to be due on 
liquidation or reliqaidation, unless payment is received by the Customs Service 
within 25 days after the date of liquidation or reliquidation.

This Bill would revere the decisions of the U.S. Court of International Trade and 
the U.S. Court of Customs and Patent Appeals in the case of Hcraeus-Amersil, Inc. 
v. United States, 1 U.S. CIT 249, Slip Op. 81-33, decided April 24, 1981, affirmed in 
United States v. Ilemeus-Amersil, Inc., 671 F.2d 1356, Appeal 81-19, decided Feb. 18, 
1982. These decisions hold that increased duties assessed on liquidation are not due 
or payable until after the 90-day protest period has expired, or if a protest is filed, 
180 days after date of Customs' denial of the protest.

The Joint Industry Group objects to H.R. 3159 for the following reasons:
1. Duties due on liquidation or reliquidation are assessments made in addition to 

the estimated duties deposited by importers at the time of entry. Customs has au 
thority under the law to require importers to pay duty at the time of entry at what 
ever rate Customs deems appropriate, often at higher rates or values than importers 
deem applicable. Importers compute their costs on the basis of the Customs duties 
required to be deposited when merchandise is entered. Assessments made on liqui 
dation are usually unanticipated and constitute added costs not figured into the sell- 
ire price of the goods. They may result from changes in classification or advances in 
value which Customs imposes months or years after the goods were cleared and 
sold. Payment of interest on larger unexpected assessments of increased duties 
would impose an additional severe Hardship on importers.

2. The period of 25 days which H.R. 3159 would allow for receipt of payment of 
the increased duties is totally inadequate. Bills are issued by Customs at the port of 
entry, but the importers frequently reside elsewhere. An importer resident in Los 
Angeles may have merchandise cleared at New York or Miami, and an importer 
resident in New York may have merchandise cleared at Los Angeles, Seattle or 
New Orleans. Entries are made at ports nearest the customers of the importers for 
ease of distribution. The Duty Bill is therefore often delayed in reaching the import: 
er. Delays also occur when the importer has moved, or when errors are made by 
Customs in putting the importer's iRS number into the computer. A 25-day period 
for issuance of *he bill, transmittal to the importer, and for the return of the pay 
ment is unrealistic, given the usual delays in the mail now experienced.

3. The Bill states only the amount due and the port of entry and entry number, 
but does not supply information to the importer of the basis for the assessment.
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That information must be obtained by importers by haying their Customs House 
brokers or personnel examine the official entry papers in the Customs records at 
the port of entry. The 25-day period is inadequate to cuialn this information, espe 
cially when the importer ie not resident at the port of enf-y. Importers should not- 
be expected to deposit duties without determining the ba..o for the assessment.

4. Importers in disagreement with increased duty assessments should be permit 
ted to exercise their right to administrative review before having to pay increased 
duties assessed on liquidation. Payment of these assessments could put an importer 
out of business. Requiring payment of duties billed which will be cancelled on ad 
ministrative review imposes a severe hardship on importers, especially smaller busi 
nesses. «

5. The retroactive feature of Sec. Kb) of H.R. 3159, imposing interest on increased 
duties assessed on liquidations made before enactment, is objectionable and harsh, 
especially when the issue is pending on administrative review.

6. The provision in Sec. 2 of H.R. 3159 to pay interest on reliquidations of entries 
applies only to amounts deposited as increased duties and does not include the duty 
deposited when the entry was filed. In fairness, if interest is to be charged, interest 
should be paid on any amounts refunded, not merely the increased duty portion 
thereof.

7. H.R. 3159 does not indicate the rate of interest or how interest would be com 
puted, and whether it would fluctuate or remain the same if not paid over a period 
of time.

8. The Customs Regulations proposed by Customs in March of 1983, 48 FR 10077 
et seq., would have permitted collection of excessive interest based on 30-day incre 
ments; if payments were made on the 31st or 61st day, another full month's interest 
would have been charged.

.'. The need for H.R. 3159 is questionable. Most increased duties are pakl prompt 
ly. Statistics for 1976-77 showed only 13% of increased duties unpaid 60 days after 
liquidation.

10. Alleged increased filing of protests merely to delay payment of increased 
duties should be handled by Customs with prompt denial of frivolous protests, which 
would trigger the requirement for payment of increased duties assessed on liquida 
tion. Customs pei-sonnel should be increased to an adequate level to handle its work 
load

11. Increased filings of pretests flow from increased liquidations, and are believed 
to be due in part to disputes with Customs over such issues as whether or not textile 
products are ornamented, new value questions arising under the new 1980 val" ition 
code, processing of back-logged entries under Item 807.00 at Miami and other orts, 
and liquidation of entries required at the end of 4 years under the Customs 1 «we- 
dural Reform and Simplification Act of 1978.

12. More adequate statistics should be required from the Customs Service regard 
ing the number of increased duty bills per year; the number of protests filed; the 
number of protests allowed; and the time within which increased duties were paid, 
on an annual basis, so that a more meaningful analysis can be made of the need for 
this legislation.

The Joint Industry Group greatly appreciates the opportunity to appear before 
the Subcommittee and hopes that the concerns expressed will be useful to and re 
ceive the careful consideration of the Subcommittee and its staff.

STATEMENT OF THE KEMPER GROUP
This statement is submitted on behalf of the Kemper Group which is a major un 

derwriter of U.S. Customs Surety Bonds. The Kemper Group strongly supports en- 
actmenc of H.R. 3159 which would provide that increased duties assessed at the time 
of liquidation or reliquidation of an import are due on such date, and shall incur 
interest charges if not paid within a specified period. This bill would also permit the 
governmer 1 1" pay interest in those instances in which a protest of increased duties 
is found -ilid.

H.R. ^i'° ', needed in order to restore order and fairness-tothe Customs Bond 
system. IMS legislation would effectively reverse "the decision reached by the U.S. 
Court of Customs and Patent Appeals in the case of United States v. Heraeus-Amer- 
sil, Inc. In this case the court said that an importer could delay payment of any 
h 'veased duties imposed by the Customs Service at the time of liquidation until all 
administrative protest remedies had been exhausted. The Heraeus decision has en 
abled certain importers to abuse the system by filing frivolous protests simply to 
delay payment of all increased duties assessed at the time of liquidation.
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The one problem which we see with this proposal is the length of time provided 

for payment. In our judgment interest should not begin to toll until the 45th day 
following liquidation, as opposed to the 25th day as provided in the bill. As a practi 
cal matter roost increased duties are paid within 30 days from liquidation. Extend 
ing the period to 45 days would grant sureties 15 days to pursue those companies 
that had not met their obligation within the normal 30 day billing cycle.

The Kemper Group stands willing to assist the committee in its deliberations on 
this legislation. Any questions which you or the staff might have should be directed 
to Michael F. Dineen, Director of Federal Relations, Kemper Group, Suite 206, 600 
Pennsylvania Avenue, S.E., Washington, D.C. 20003, Telephone 547-0120.

LEADING FORWARDERS, INC., 
New York, NY, November 21,1983.

Subject: H.R. 3159.
Mr. JOHN J. SALMON,
Chief Counsel, Ways and Means Committee, House of Representatives, Longworth

House Office Building, Washington, DC.
DEAR SIR: Undoubtedly the current state of affairs addressed by the above bill 

should be redressed. However, this bill is lacking in fairness.
It proposes too short a time for payment. Anyone working with the procedures 

customs uses in rendering a bill for increased duties would known that it would be 
difficult, if not impossible, for most companies to comply.

Worse, it makes no allowance for those situations in which demands for increased 
duties in substantial amount are made as a result of customs error, and any fair bill 
would provide for relief in such cases.

This bill would require payment, protest and refund. It would be very burden 
some.

Respectfully,
LEONARD M. SHAYNE,

President.

NEW YORK COUNTY LAWYERS' ASSOCIATION,
COMMITTEE ON CUSTOMS LAW, 

New York, NY, November Iff, 1983.
JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building Washington, DC.
GENTLEMEN: This statement is filed by the Committee on Customs Law, New York 

County Lawyers Association.
H.R. 3159 has been introduced to rectify what the United States Customs Service 

perceives to be an incorrect decision rendered by the United States Court of Cus 
toms and Patent Appeals (now called the United States Court of Appeals for the 
Federal Circuit) in United States v. Hcraeus-Amersil, Inc., 671 Fed. 2d. 1356 (1982). 
Presently, under the Heraeus decision, increased duties which are determined upon 
liquidation or reliquidation are not due or payable until either (1) the 90 day protest 
period provided for in 19 USC 1514(cX2) has expired with no protest being filed or (2) 
in these situations where a protest has been filed and denied, 180 days after such 
denial (the statutory time period within which a civil action can be initiated in the 
United States Court of International Trade (28 USC 1581(a)).

Our committee supports and endorses the position espoused by the Customs and 
International Trade Bar Association in its statement filed with you regarding this 
legislation. We also urge that passage of this legislation be made dependent upon 
changes in the proposed language in Section l(a) to reflect that payment of in 
creased duties determined to be due upon liquidation or reliquidation not be re 
quired until 30 days after an importer nas exhausted its administrative remedies. 
Failure by an importer to pay the increased duties,within 3.0_day8.after_it,has^exT 
hausted its "administrative remedies would subject the importer to the payment of 
interest, from said date, at a rate determined by the Secretary of Treasury. We fur 
ther urge that Section l(b) be modified so that this legislation becomes effective 
with respect to entries made on or after its effective date. We fee! it is totally in 
equitable to have this legislation enacted on a retroactive basis. We do support Sec 
tion 2 which provitrjB that if a determination is made to reliquidate an entry as a 
result of a protest filed under 19 U.S.C. 1514 or pursuant to a court order, interest
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shall be allowed on any amount paid as increased or additional duties under Section 
l(a), with said interest being calculated from the date of payment.

Based upon the comments contained in the statement filed by the Customs and 
International Trade Bar Association, as M-ell as the .specific comments contained 
herein, we respectfully request that H.R. 3159 be appropriately modified and that 
said legislation not be passed in its present form. 

Very truly yours,
DONALD W. PALEY, Chairman.

STATEMENT OP LLOYD PROVOST, PRESIDENT, THE SURETY ASSOCIATION OF AMERICA
My name is Lloyd Provost and I am President of The Surety Association of Amer 

ica which is a trade association of more than 500 companies writing surety bonds 
throughout the United States. Included in our membership are, with one exception, 
all of the major writers of Customs bonds in the country.

I am here today to urge that you give favorable consideration to H.R. 3159. Our 
companies are most concerned about the effect of the Heraeus-Amersil decision. 
Since it was rendered they have noted a substantial rise in the number of protests 
of increased duties assessed at liquidation. This is disturbing to surety companies 
since protesting enables the importers to delay the payment of their duties until 180 
days after the decision on the protest is made. Since surety companies ultimately 
guarantee the payment of these duties the delay permitted by Heraeus-Amersil 
hampers their efforts to insure that the importers they bond pay the duties which 
they owe in a timely fashion. This, of course, adversely affects the cash flow of the 
U.S. Customs Service and eventually the taxpayers.

We believe the enactment of H.R. 3159 will rectify the situation. If interest is im 
posed upon unpaid Customs bills it will no longer be advantageous for importers to 
protest increased duties without good cause. We believe enactment of the hill will 
substantially reduce the number of protests filed, dramatically speed up the pay 
ment of duties, and save the U.S Customs Service considerable expense m keeping 
track of the money owed to it for such long periods of time.

We do have one problem with the bill. It provides onlv 25 days for Customs bills 
to be paid before the tolling of interest. This is a fairly short period of time for Cus 
toms to provide the necessary documentation to support its bills. We believe that a 
more realistic time period would be 45 days. With such a change we will support 
this bill without reservation.

Thank you.

TVW PAPER MACHINES INC., 
Atlanta, GA, December 16, 1983.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means,
House of Representatives, Washington, DC.

DEAR MR. SALMON: TVW Paper Machines Inc. ("TVW") submits this statement in 
opposition to H.R. 3159, which would amend section 505 of The Tariff Act of 1930,19 
U.S.C. 1505, to provide that Customs duties determined to be due upon liquidation 
or reliquidation are payable immediately. H.R. 3159 would also permit the imposi 
tion of interest on such duties when payment is not made within 25 days of liquida 
tion.

TVW Paper Machines Inc., a New York Corporation, is a wholly owned subsidiary 
of three Finnish companies: Tampella Ltd., Valmet Corporation and Oy Wartsila 
Ab.

H.R. 3159 ignores that the Customs Service has the authority to require importers 
like TVW to deposit estimated duties at the time of entry and in whatever amount 
it deems appropriate. Importers have no recourse against these assessments until 
after liquidation. It is unfair to require importer to pay increased duties when they 
believe that the increase is improper. The law provides that an importer may pro 
test such an increase. Equity demands that payment of increased duties be suspend 
ed until such time as the administrative protest has been acted upon and the 
amount due the Customs Service has been finally ascertained. To do otherwise is to 
require an importer to pay substantial amounts to the government even when it be 
lieves that the government has assessed duties in an inappropriate or illegal 
amount and has filed or intends to file a protest challenging the increased duties. 
The only reasonable approach is to delay payment at least until the protest has 
been considered by the Customs Service. It is simply unfair to require American
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business to pay increased duties when the underlying legal and factual issues upon 
which the increase are based are the subject of an administrative challenge.

H.R. 3159 would provide that the amendment to section 505 shall take place on 
the thirtieth day after the date of enactment. Liquidations and reliquidations made 
prior to that time would be deemed to have been made as of the effective date. TVW 
believes that the retroactive application of the amendment to section 505 is obvious 
ly unfair. Amendments which deprive citizens of privileges should not be imposed 
retroactively. To do so is to penalize those citizens who have relied upon the law. 
Such legislation should be effective only as to events which take place after enact 
ment and H.R. 3159 should have no effect on liquidations or reliquidations made 
prior to enactment. TVW notes that in situations were the Customs Service would 
be permitted to collect interest the legislation would be made retroactive, whereas 
under circumstances where the legislation would require the Customs Service to pay 
interest, the legislation is prospective.

If H.R. 3159 is favorably reported to the full committee, an act we believe would 
be a serious disservice to the international business community, the effective date 
should be amended to provide for prospective application only.

TVW appreciates the opportunity to express its views on this very important leg 
islation.

Sincerely,
DONALD G. BURCH,

President.



H.R. 3174
Relating to the tariff treatment of certain telescopes not designed for use with 

infra-red light.
AMERICAN JAPANESE TRADE COMMITTEE,

Washington, DC, November 22, 1983.
JOHN F. SALMON,
Chief Counsel, Committee on Ways and Means,
House of Representatives, Washington, DC.

Pursuant to your recent announcement, on behalf of che American Japanese 
Trade Committee and the Japan Telescopes Manufacturers Association, we are sub 
mitting the following statement in support of H.R. 3174, introduced by Rep. Robert 
Matsui, that would authorize the duty-free importation of telescopes valued at not 
more than $200 and riflescopes valued at not more than $50.

The principle purpose of this legislation is increased availability to American con 
sumers/users of a higher-quality selection of imported telescopes and riflescopes at 
substantially lower prices. In general, American consumers/users of the lower-end 
priced telescopes and riflescopes will be the major beneficiaries if this bill is en 
acted.

The majority of low cost telescope and riflescope imports come from Japan, the 
Republic of Korea, Taiwan, and Hong Kong, all of which except Japan benefit under 
the Trade Act of 1974 from duty-free exports to the U.S. as participants in the Gen 
eralized System of Preferences (GSP) program. The duty-free GSP benefits afford 
these countries substantial price advantages over Japan in the U.S. marketplace, to 
the detriment of American consumers seeking higher-quality Japanese-made prod 
ucts.

Of the GSP countries, particularly those exporting riflescopes to the U.S., none 
have inspection systems to assure quality and uniformity like those maintained in 
Japan or the U.S. Additionally, it is our understanding tHt in the absence of strict 
export inspection laws, many duty-free riflescope impor* are entered in the U.S. in 
such condition as to force importers to sell them cheapiy, depressing the American 
market. At the same time, we understand that the production of American rifles- 
copes has declined since GSP status was granted to 'developing" countries several 
years ago. Quality imports from countries such as Japan are needed to stabilize the 
market and to provide American manufacturers the opportunity to regain their 
market share.

While providing American consumers higher quality imported telescopes and 
riflescopes at lower prices, H.R. 3174 would have minimal effect on U.S. producers. 
The two-tiered system of duties proposed in H.R. 3174 would, by and large, allow 
duty-free importation of telescopes and riflescopes outside the competitive market of 
U.S.-produced goods. Trade sources estimate that the average American-made tele 
scope sells for more than $500 retail, while the average import from Japan (the 
major exporter of telescopes) retails for less than $200. Further, riflescopes manufac 
tured in the United States generally retail for $75 to $150, while Japanese imports 
sell for less than $50. Although some U.S. riflescope producers offer products for 
sale below the breakpoint suggested in H.R. 3174, industry sources say U.S. manu 
facturers have built their reputations and businesses on higher-priced, more sophis 
ticated equipment unaffected by the duty suspension proposed in this bill.

In addition to consumer benefits, H.R. 3174 would remove existing discriminatory 
tariff treatment to which telescopes and riflescopes are subject under current law. 
Through either oversight and/or inadvertence, riflescopes were not granted annual 
Tokyo Round tariff reductions of 1.5% ad valorem given telescopes and other optical 
instruments. As a result of the Tokyo Round, the tariff on telescopes has been re- 
duced each year since 1979 to a current 14% ad valorem, while the duty on rifles- 
copes remains at 20% ad valorem.

Prior to 1980, both telescopes and riflescopes were included in the single tariff 
item (TSUSA No. 708.53) as 'Telescopes NES, Not Designed for Use with Infra-Red 
Light." That TSUSA category was divided into two items in 1980, with telescopes 
presently identified as TSUSA No. 708.58, "Telescopes NSPF, Not Designed for Use
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with Infra-Red Light," and riflescopes as TSUSA 708.56, "Telescopic sights for Rifles 
for Use with Infra-Red Light." H.R. 3174 would rectify this tariff discrimination by 
extending "duty-free" status to both telescopes and riflescopes without distinction 
between these two imports in the same general overall tariff classification of optical 
instruments.

We urge adoption of H.R. 3174 so that American consumers can obtain quality 
telescopes and riflescopes at competitive prices without regard to countries of origin 
and discriminatory customs practices and costs. Precedent for this legislation was 
set by Congress in 1980 when it recognized the consumer need for duty-free entry of 
prism binoculars, regardless of country of origin and whether the exporting nation 
was a GSP beneficiary.

Additionally, Congress should consider American importers and distributors who 
developed the lower-priced segment of the American telescope and riflescope 
market. Due to the differential customs treatment, businessmen may be forced to 
shift more of their purchases to Korean, Taiwanese, and Hong Kong products, re 
sulting in fewer choices, poorer quality, and weaker constructed riflescopes and tele 
scopes available for the U.S. consumer.

Overall, we believe enactment of H.R. 3174 is appropriate and we support its fa 
vorable consideration by your Committee. 

Sincerely,
MIKE M. MASAOKA, 

Washington Representative.



H.R. 3311
7b suspend for a 3-year period the duty on (Bicyclohexyl)-l-carboxylic acid 2- 

(diethyiamino) ethyl ester hydrochloride. 
No comments were received on this bill.

H.R. 3312
To suspend for a 3-year period the duty on 1-Piperidinebutanol, alpha-[4-(l, 1- 

dimethylethyl)phenyl]-4-(hydroxy-diphenylmethyl). 
No comments were received on this bill.

H.R. 3313
To suspend for a 3-year period the duty on 2-[4-(2-Chloro-l, 2-diphenylethenyl)-phen- 

oxy]~N,N-diethylethanamine dihydrogen citrate. - 
No comments were received on this bill.

H.R. 3445
To suspend temporarily the duty on diphenyl guanidine and di-ortho-tolyl guani- 

dine.
MOBAY CHEMICAL CORP., 

Pittsburgh, PA, November 18, 1983.
Subject: Duty suspension bill, H.R. 3445.
JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, Longworth House Office Building, 

House of Representatives, Washington, DC.
DEAR MR. SALMON: Tariff Bill H.R. 3445 introduced into the U.S. House of Repre 

sentatives by Congressman Conable of New York proposes the suspension of duty 
until June 30, 1987 on diphenyl guanidine and di-ortho-tolyl-guanidine. We, Mobay 
Chemical Corporation an import supplier of both of these products would like to 
state our support for the passage of this bill.

The products being reviewed are raw materials which act as accelerators in the 
vulcanization of tire and other rubber articles. These products accelerate the rate of 
vulcanization and thereby reduce vulcanization time and provide for a more effi 
cient production process of rubber products. Currently there are no domestic produc 
ers of these products. We foresee no injury to the domestic industry if the duty sus 
pension is granted. Instead, domestic industry will benefit by lower prices for these 
products.

The duty being assessed on imports today is resulting in higher resale prices of 
fered by the importing companies to domestic manufacturers. If the duty is suspend 
ed monies saved by the importing companies can be passed on or shared with the 
domestic manufacturers. Logically, it stands to reason that lower raw material costs 
to the manufacturers could result in lower prices on the end products. This would 
benefit other industries and consumer markets as well.

It is for the aforementioned reasons that we respectfully request that H.R. 3445 be 
recommended for passage. Should there be additional information that Mobay 
Chemical Corporation can provide to help you reach your decision please feel free to 
contact us.

Sincerely,
S.L. SARNIAK, 

Supervisor, Import Department.
A.M. GABRIEL, 

Director, Rubber Department.
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H.R. 3709
To extend the existing suspension of duty on natural graphite until Jan. 1, 1988. 
No comments were received on this bill.

H.R. 3727
To prohibit the President from, imposing import quotas on sugar and repeal any 

import quotas on sugar currently in effect. 
3ee American Farm Bureau Federation comments at p. 101. 
See U.S. Council for an Open World Economy comments at p. 110.

STATEMENT OF HON. DANIEL K. AKAKA, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF HAWAII

I appreciate the opportunity to testify before the Subcommittee on Trade today.
Mr. Chairman, H.R. 3727 proposes to eliminate import; quotas on foreign sugar en 

tering this country. Simply put, this is the wrong idea that comes at the wrong 
time.

H.R. 3727 would "gut" the farm progiam that Congress enacted in the 1981 Farm 
Bill for domestic sugar producers. Without the authority to impose quotas, the sugar 
industry as we know it in Hawaii, Louisiana, Florida, California, Texas and a dozen 
other states that produce cane or beet sugar would fade from existence.

TbJs legislation comes at the worst possible time for the domestic sugar industry. 
The world market for sugar is suffering from heavy oversupply and below cost-of- 
production prices. This market situation is due to excessive price supports by sugar 
exporting nations which have artificially stimulated production and depressed the 
world price. The resulting excess production is either dumped on to the world 
market at prices far below cost of production or is maintained in the ever-growing 
world sugar reserves, awaiting eventual sale. Current world sugar stocks are now at 
50 million tons; this is about twice the reserves that the experts consider necessary. 
As long as these stocks exist, they will continue to depress the world sugar price.

The most blatant example of price dumping of sugar occurs in the European 
Common Market. Through an elaborate system of direct subsidies to growers, 
Common Market countries stimulated sugar production in 1982 to the point where 
they dumped 5 million tons of sugar on to the world market. I say "dumped" be 
cause the latest available figures indicate that the Common Market produces sugar 
at an average cost of 27 cents per pound. Common Market countries then unload 
their excess production on the world market at less than ten cents per pound.

These policies are directly responsible for the problems of oversupply and de 
pressed prices which we now face. By contrast, the United States, which does not 
export sugar, maintains a domestic sugar loan program that is modest by compari 
son. Unlike other producing nations that support sugar prices at levels at or near 
the cost of production, the current sugar loan rate is 17.5 cents per pound for cane 
sugar and 20.86 cents for beet sugar. This compares to an average cost of production 
of 23 cents per pound for domestic sugar cane and 24 cents per pound for domestic 
sugar beets. Without such a modest program, our domestic sugar industry would 
wither away in the face of heavily subsidized foreign exports.

Subsidies by foreign sugar producers have created serious problems for our domes 
tic industry. Since 1977, 18 sugar beet processing plants and 6 cane refineries have 
been forced out of business by the conditions I have described. Sugar producers in 
Hawaii and other states hope to avoid the unemployment and economic losses that 
would result from being added to this growing list of casualties.

From the standpoint of budgetary policy, H.R. 3727 is the worst thing that could 
happen to the domestic sugar loan program. During the deliberations on the 1981 
Farm Bill, Members of Congress who supported domestic sugar legislation worked 
hard to craft a program that would provide a modest level of security for growers at 
no cost to the federal government. The program enacted in the Farm Bill was suc 
cessful in meeting these objectives—and I emphasize, at no cost to the U.S. Treas 
ury.
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The sugar loan program provides for a loan rate of 17.5 cents per pound for the 

current crop year. In implementing the 1983 loan rate, the Secretary of Agriculture 
has established a market stabilization price for cane sugar of 21.17 cents per pound. 
The USDA has found it necessary to establish a market stabilization price that is 
above the loan rate in order to minimize any chance of the Commodity Credit Cor 
poration (CCC) acquiring sugar. The market stabilization price makes it more eco 
nomical for producers to sell sugar in the market than to forfeit to the CCC. The 
Secretary is to defend the market stabilization price through the use of duties, fees 
and quotas on imported sugar.

With the current world price of sugar hovering below nine cents per pound, the 
Secretary of Agriculture simply could not support domestic production at the level 
required by the 1983 loan rate if quotas were not available. The enactment of H.R. 
3727 would inevitably result in the forfeiture of sugar that has been placed under 
loan and the acquisition of this sugar by the Commodity Credit Corporation at high 
cost to the federal government.

Some rudimentary calculations allow me to reach this conclusion. Without au 
thority to establish quotas, the Secretary would only be able to protect the loan pro 
gram through ths use of duties and import fees. Section 22 of the Agricultural Ad 
justment Act of 1933 provides the authority to impose import fees. Under section 22, 
the President may impose import fees of up to 50 percent ad valorem. With sugar 
prices of nine cents per pound, the maximum fee that could be imposed is 4.5 cents. 
Thus, using the import fee authority, the Secretary could support the price of sugar 
at 13.5 cents per pound.

The maximum duty allowed by law on imported sugar is 2.8 cents per pound. 
However, due to the favorable treatment that has been extended to countries quali 
fying for duty-free status under either the Generalized System of Preferences (GSP) 
or the Caribbean Basin Initiative (CBI), the Department of Agriculture estimates 
that only 27 percent of the sugar currently being imported is subject to duty. Only 
Canada, Australia, South Africa, Dominican Republic, Brazil, and Thailand pay 
duty on sugar exported to the U.S. Thus, because of the limited amount of duty-paid 
sugar that enters this country, the maximum support level that can be achieved 
through the use of duties and fees is less than 16 cents per pound. I have included 
in this figure the cost of shipping and insurance in this figure. At 16 cents per 
pound, the Secretary of Agriculture would be unable to defend domestic sugar at 
the 1983 loan rate. As I have said, the consequence of this would be the forteiture of 
the domestic sugar to the CCC.

The cost to the federal government of such forfeitures would be staggering. Al 
though figures are not avilable for domestic sugar production for 1983, production is 
hot expected to change significantly from the 1982 level of 5.8 million tons. Without 
the authority to impose quotas, the Secretary of Agriculture could not defend the 
support price, and proaucers would then be encouraged to forfeit their sugar rather 
than sell it at the market. With domestic production expected to be 5.8 million tons 
in 1983, the forfeiture of this sugar would cost the federal government more than $2 
billion. This does not even take into account the storage costs that would result 
from the government acquiring this sugar.

Under these circumstances, the United States would be stockpiling the sugar it 
produces at the same time that it was satisfying all of its sugar needs through im 
ports. To engage in stockpiling at the same time that you are buying on the world 
market is an extremely inconsistent position. In effect, such a policy would result in 
the U.S. supporting the world price at a level above what it would otherwise be.

Mr. Chairman, in light of the grave problems that H.R. 3727 would create for the 
domestic sugar industry and the large budget expenditures that the federal govern 
ment would be compelled to make if the bill were enacted, I urge this Subcommittee 
to defer any consideratic :\ of this legislation.

STATEMENT OF LUTHER A. MARKWART, EXECUTIVE VICE PRESIDENT, AMERICAN
SUGARBEET GROWERS ASSOCIATION

Mr. Chairman and Members of the Committee, my name is Luther Markwart. I 
serve as Executive Vice President of the American Sugarbeet Growers Association. I 
would like to thank you, Mr. Chairman, and your Committee for this opportunity to 
testify before you today and share our views in opposition of H.R. 3727.

I appear today and testify on behalf of virtually every sugarbeet grower in the 
United States. A list of our membership organizations has been attached for your 
reference. THese growers are family farmers producing sugarbeets in 14 states and 
supplying the'raw material for 41 beet sugar processing facilities.
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The Agricultural and Food Act of 1981 provided sugarbeet growers with a modest 

payment program from December 22, 1981-March 31, 1982 and a non-recourse loan 
program from October 1, 1982-September 30, 1986. The program was designed to 
maintain a sound domestic industry, encourage efficient production, and stabilize 
prices for consumers.

The world sugar market, however, continued to be extremely unreliable and vola 
tile, as it had been in the past. Average monthly world raw sugar prices went from 
a low of 7.6*/lb. in 1979 up to 41$/lb. in 1980 and back down again to 5.9$/lb. in 
1982. It became obvious in early 1982 that a significant amount of world sugar was 
available and would be sold at prices well under the cost of production in any coun 
try. This created a major problem because the available duties and fees would lie 
rendered ineffective or not applicable under such depressed price conditions.

Maximum limitations on Headnote 2 duties (2.81250/lb.) as set forth in Column 1 
in items 155.20 and 155.30 of the Tariff Schedules of the United States and Sec. 22 
fees (50% ad valorem) prevented the Administration from raising these tariffs to a 
level that would effectively regulate imports and avoid domestic forfeitures. An 
other important factor to remember is that approximately 55% of U.S. sugar im 
ports entered duty-free during 1982 from countries enjoying duty-free status granted 
to them under the Generalized System of Preferences.

Faced with the very real possibility of significant forfeitures of domestically-pro 
duced sugar to the Commodity Credit Corporation, the Administration had to imple 
ment an additional tool to regulate imports. The answer was to reduce the amount 
of sugar being shipped under the country-by-country quotas.

Sugar quotas are neither unique nor new to the U.S. or to our foreign suppliers. 
As with sugar, absolute quotas also exist on a number of other imported products. 
Since May 9, 1934 there have been continuous quotas on sugar in one form or an 
other. The current quotas, assisted by a system of orderly shipping patterns by the 
major exporters, have provided the U.S. with a steady and organized supply of sugar 
at price levels which are reasonable to the consumer and allow the domestic pro 
gram to operate effectively. The Administration has done a remarkable job adminis 
tering the quotas, and I am sure that it is prepared to make appropriate adjust 
ments to the present quotas as needs and market changes occur.

The U.S. sugar quotas have provided our traditional suppliers with their propor 
tionate amount of an assured market at price levels above the world market prices.

The sponsor and co-sponsors of H.R. 3727 are attempting to use sugar quotas as a 
scapegoat for our current trade problems with the EEC, Japan, and other countries. 
Mr. Chairman, everyone in this room today is fully aware that the world-wide reces 
sion and the strength of the U.S. dollar are the real "culprits" of our trade prob 
lems.

There is no such thing as a free market in world sugar trade. Removing the 
quotas would have no mpact on the resolution of our foreign trade problems. How 
ever, the removal of quotas would create significant forfeitures and only make this 
country's fiscal problems worse than they already are.

The trade restrictions currently in effect by the EEC and Japan were well in 
place and secured prior to the May 1982 sugar quota agreement. EEC sugar ship 
ments to the U.S. are insignificant because of current countervailing duties (all EEC 
countries) and anti-dumping duties (Belgium, West Germany, France). Japan, like 
the U.S., is a sugar importer.

May I also remind this Committee that, assuming that the beneficiaries of the 
Caribbean Basin Initiative begin receiving duty-free treatment on sugar beginning 
January 1, 1984, approximately 72.5 percent of the total U.S. sugar imports will 
enter duty-free in 1984. Therefore, only Sec. 22 fees will be applicable for the majori 
ty of our imported sugar. That is all the more reason to maintain our quotas.

Mr. Chairman, H.R. 3727 is designed to tie the hands of the Administration and 
derail an agricultural program that is presently functioning very well and at no cost 
to the government. As farmers and citizens of this great country, it astonishes us to 
see legislation like the bill before us that tampers with a program that works effec 
tively. We ask that the Subcommittee dismiss this bill without further consider 
ation.

Thank you very much.
MEMBER ASSOCIATIONS, AMERICAN SUGARBEET GROWERS ASSOCIATION

Big Horn Basin Beet Growers—Wyoming.
Big Horn County Sugarbeet Association—Montana.
California Beet Growers, Ltd.
Elwyhee Beet Growers Association—Idaho.
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Goehen Country Sugarbeet Association—Wyoming.
Great Lakes Sugarbeet Growers Association—Michigan.
Idaho Sugarbeet Growers Association.
Minn-Dak Farmers Cooperative—North Dakota.
Monitor Sugarbeet Growers, Inc.—Michigan.
Montana-Dakota Beet Growers Association—Montana.
Mountain States Beet Growers Marketing Association of Colorado & Kansas.
Mountain States Beet Growers Association of Montana.
Nebraska Non-Stock Cooperative Beet Growers Association.
Northern Ohio Sugarbeet Growers Associations.
Nyssa-Nampa Beet Growers Association—Oregon.
Red River Valley Sugarbeet Growers Association—North Dakota.
Southern Minnesota Sugar Cooperative.
Texas-New Mexico Sugarbeet Growers Association, Inc.
Washakie Beet Growers Association—Wyoming.

JOINT STATEMENT OF HORACE D. GODFREY, COUNSEL, FLORIDA SUGAR CANE LEAGUE, 
AND THE Rio GRANDE VALLEY SUGAR CANE GROWERS COOPERATIVE

Mr. Chairman, Members of the Committee, my name is Horace D. Godfrey, Presi 
dent of Godfrey Associates, Inc., consulting firm, Washington, D.C. and I appear 
today on behalf of the Florida Sugar Cane League and the Rio Grande Valley Sugar 
Cane Growers Cooperative.

The Florida Sugar Cane League consists of Florida Sugar Producers and Proces 
sors. The Rio Grande Valley Sugar Cane Growers Cooperative is a farmer coopera 
tive which grows and processes approximately 30,000 acres of sugarcane per year.

I appear in opposition to H.R 3727, introduced by Representatives Downey and 
Gradison.

The United States Congress for over 50 years, beginning with the 1933 Agricultur 
al Adjustment Act, has endorsed legislation to protect producers of agricultural 
commodities in the United States from having a program authorized by the Con 
gress interfered with by imports from foreign countries. The section of the law in 
cluded in the Agricultural Adjustment Act of 1933 is referred to as Section 22. This 
Act has been amended several times to make the Act more clear as to the intent of 
Congress. The Congress has repeatedly stated its intent to protect the rights of 
American farmers to produce and to keep the government of the United States from 
expending unnecessary funds on a farm program if the effectiveness of such pro- 
giam is being endangered or threatened to be endangered by imports. Section 22 
has been used and is currently being used on many agricultural commodities, for 
example, there now exists a quota on cotton; a quota on peanuts; and quotes on 
sugar, even though the quotas on sugar are authorized under another provision of 
law.

Mr. Chairman, U.S. agriculture and agricultural producers are the envy of the 
world. Our productive system now permits one American farmer to feed over 80 
people at home and abroad. Other nations like Russia, require a major portion, and 
in some instances, more than 50% of their working force to try to produce food and 
fiber necessary for their people. The U.S. system of agriculture has traditionally 
been protected by tariffs and these protective tariffs have been in existence since 
the original tariff schedule passed by Congress. American farmers provide food and 
fiber to Americans at the lowest real cost of any people on the face of the earth. In 
addition, the efficiency of the Ameiijcanjfarmer.has,been.responsible-for-industrial 
development by furnishing labor no 'longer needed to produce food and fiber to 
create the most industrialized nation in the world.

Look for a moment at 'the U.S. sugar industry—more than 15,000 farmers raise 
sugar. Sugarbeets are grown in 14 states and sugarcane in 4 states and Puerto Rico. 
More than 100,000 U.S. workers are directly involved in producing and processing 
domestic sugar, providing slightly more than half of our sugar needs. We import the 
rest from many countries around the world. Because sugar is the most politicized 
commodity on the globe, most nations protect their own sugar producers with sup 
port programs of one kind or another.

Producers and processors have a tremendous investment in equipment for the 
growing and processing of sugarcane and sugarbeets. In some areas, particularly in 
the sugarbeet area, if the land were not devoted to the production of sugarbeets it 
would probably, and more than likely be devoted to other agricultural commodities. 
Many of these other commodities are now in surplus and cost the government huge 
sums of money through price support programs, PIK programs and other incentives
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to reduce production. In the case of sugar, the program costs the government noth 
ing, other than a small administrative expense, line sugar program is so designed 
that all loans must be repaid with interest within the same fiscal year in which 
they are made. .__

In considering proposed legislation it is absolutely necessary that the Congress 
consider the effects of such legislation if it becomes law. In my opinion this proposed 
legislation would do the following:

First: It would temporarily reduce the price of raw sugar;
Second: It would have no effect on consumer prices. History has shown that con 

sumer prices remain high even though the price of raw sugar is reduced;
Third: It would force some U.S. farmers to discontinue sugar production and turn 

to the production of other crops which are now in surplus;
Fourth: It would ultimately raise the price for all sugar in the long term, because 

of the decrease of production in the U.S. the price would return to higher levels 
because the reduced production in the U.S. would bring a better balance between 
world supplies and world demand. It must be realized that there is no real "world 
price." The price quoted as a "world price" is a price for distress or surplus sugar 
which does not have a home. 75% of the sugar traded in the world is traded on bi 
lateral or multi-lateral agreements at prices much in excess of the so-called "world 
price." For example, Cuba is the world's largest sugar producer and ships its sugar 
to the Soviet Union and Eastern Block countries, with a guaranteed price of 31VH 
per pound, in exchange for arms, wheat and grain;

Fifth: It would eliminate jobs and cause more unemployment compensation to be 
paid;

Sixth: It would increase our balance of trade deficit, because sugar would have to 
be imported into the U.S. to replace American sugar that will not be produced. If 
thii bill becomes law, it will mean that U.S. dollars will go somewhere else to pur 
chase sugar, and our trade deficit, now a serious problem, would worsen.

We have looked at what the proposed legislation would do—I raise the question, 
why onl> sugar? Section 22, as we have already discussed, applies to all agricultural 
commodities. Quotas are now in effect under section 22 on cotton and peanuts. Ne- 
^tiuied quotas, even though not under section 22, are now in effect on textiles, 
b'sef, cars, steel, chemicals, and other products and commodities. In the case of wool, 
high tariffs are in effect plus a payment incentive is paid to U.S. producers to in 
crease production.

The House recently considered the so-called domestic content legislation. It was 
narrowly defeated in the House of Representatives, but some Members of this sub 
committee voted for such legislation to protect the jobs of American workers. This 
proposed legislation, H.R. 3727, if it becomes law, would not protect the jobs of 
American workers, but would in fact deprive American workers of jobs.

The next question—who would benefit? Since consumers will not benefit, and his 
tory has shown that they do not benefit when prices are lowered, and because 75% 
of the sugar that is consumed by the American public is consumed in manufactured 
products, it would appear that the only people to benefit would be the large manu 
facturers of sugar containing products and cane sugar refiners, who refine raw 
sugar.

Mr. Chairman and Members of the Committee, all we ask in the domestic sugar 
industry is for equity and fair treatment. We have a loan program with a loan rate 
at a lower percentage of the cost of production.than any. other commodity. We have 
a loan program which'requires repayment within the same fiscal year that the loan 
is made. No other commodity program contains this stipulation. The program is 
working. Loans were made last year, and all loaru, with interest, were paid prior to 
September 30th. Users of sugar nave adequate supply of sugar at a reasonable price, 
much less than the price charged to the users of sugar in many other countries 
around the world. We have provided jobs, we have an on-going industry with tre 
mendous investment, so we ask fair treatment in relation to other agricultural com 
modities.

We urge that this bill be tabled by this subcommittee and not reported.

STATEMENT OF EILER C. RAVNHOLT, VICE PRESIDENT AND WASHINGTON 
REPRESENTATIVE, HAWAIIAN SUGAR PLANTERS' ASSOCIATION

My name is Eiler C. Ravnholt. I am Vice President and Washington Representa 
tive of the Hawaiian Sugar Planters' Association, a non-profit agricultural organiza 
tion of the companies and individuals engaged in the production of sugar in Hawaii. 
The Hawaiian Sugar Planters' Association (HSPA) was founded in 1882 and has as
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its purpose the maintenance, protection and improvement of the sugar industry in 
Hawaii. In furtherance of this purpose HSPA operates one of the finest research 
stations in the world.

The sugar grown and milled by HSPA's member companies is largely refined by 
California and Hawaiian Sugar Company (C&H Sugar) which operates the biggest 
sugar refinery in the world at Crockett, California. C&H markets that sugar in our 
twenty-four Western-most states. In addition, C&H Sugar operates a refinery at 
Aiea, Hawaii which refines some 50,000 tons of sugar euch year to satisfy local 
needs in Hawaii and those of our military in the Pacific. C&H also sells some 
150,000 tons of Hawaiian produced raw sugar to Gulf and East Coast refiners annu 
ally.

Sugar is the major agricultural activity in the Hawaiian Islands where it is grown 
on three-fourths of our cropland. The industry provides full-time employment to 
some 8,000 workers. An additional 20,000 non-sugar jobs in Hawaii are dependent 
on the sugar industry. The industry trails only tourism and federal defense related 
expenditures as a source of revenue for the people of Hawaii.

Hawaii produces approximately one million tons of sugar each year. This is some 
17% of U.S. production and more than 10% of U.S. consumption. Hawaii is second 
only to Florida as a producer of sugar but sugar is much more important to the 
economy of Hawaii than it is to that of Florida. It is the chief agricultural activity 
on our four largest islands, end 96% of the cropland on one of those, Kauai, is in 
sugar. Without sugar production unemployment on several of these islands would be 
truly devastating. It would be more than 40% on the islands of Hawaii and Kauai 
and almost 30% on Maui.

Despite having the world's highest yields, the Hawaiian sugar industry has been a 
declining one in the past decade. The industry had loscca of more than $90 million 
in the past two years—$89 million of that in 1981 when we did not have a sugar 
program. Only adoption of the sugar provision in the Agriculture and Food Act of 
1981, and the successful administration of that sugar support program, has prevent 
ed even more devastating losses.

Despite the guarantees of the sugar program, the Hawaiian sugar industry has 
found it essential to phase out some of our least productive acreage and to take 
other cost-cutting steps in our effort to show a profit. Some 15% of our acreage will 
be phased out of sugar. Only one-fourth of the acreage which we have taken out of 
sugar has found other crop uses, such as macadamia nuts or papaya. The remainder 
ties largely unused except as pasture. Exhibit #1 attached hereto details our cost- 
cutting efforts.

The importance of the sugar industry to Hawaii, and the vital importance of the 
current sugar program to cur industry's very survival makes any attack on that 
program a matter of deep concern to the people of our State. Let there be no doubt 
about it, H.R. 3727 is an attack on our hard won sugar program. The use of quotas 
are essential to the successful and cost-free administration of that program.

While world sugar prices have increased almost three cents per pound from their 
low of a year ago, fee and duty authority are still not adequate to maintaining the 
price for sugar in the U.S. sufficient to make the marketplace preferable to forfeit 
ing sugar under loan to the government.

Domestic sugar producers forfeited more than 600,000 tons of sugar, which was 
under loan to the government, in 1978 and 1979 when the loan program was inad 
equately defended. Adoption of H.R. 3727 would encourage far greater forfeitures 
because current world prices would permit defense of the program at a level some 
5$ per pound, or $100 per ton, below the amount essential to keeping the market 
place the more attractive alternative for our sugar.

The present sugar quotas provide for the cost-free administration of the sugar pro 
gram. This was the clearly expressed intent of the Congress. H.R. 3727, on the other 
hand, is clearly designed to prevent the effective administration of the sugar pro 
gram. One must wonder at its motivation.

The charge by the sponsors of H.R. 3727 that our sugar quotas injure our trade 
relations with countries exporting sugar to the U.S. market is totally without foun 
dation. The quota program results in more than $500 million in added earnings to 
the thirty-nine countries which sell sugar to the United States market under the 
quota program. While some countries have protested that they are deserving of a 
larger quota, it is difficult to justify any allocation more fair that the present one 
which is based upon each country's sales to the U.S. during the period 1975 to 1981 
when there were no restrictions on sales. The desire of these exporters to the U.S. 
market for an increase in their quota sales is understandable given the benefits in 
herent in such sales.
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The quota sales of these nations are of some interest to the U.S. government as 

well. The major exporters of sugar to the United States are almost all developing 
nations which are in dire need of dollar earnings. The Dominican Republic, Brazil 
and the Philippines are the biggest beneficiaries. But other nations such as Guate 
mala, Panama, El Salvador, Belize, Barbados, Jamaica, Costa Rica in the Carrib- 
bean and Zimbabwe, Mozambique, the Congo, the Malagasy Republic, and Swazi 
land on the African continent benefit in a major way.

The Congress recently enacted the Caribbean Basin Initiative in an effort to im 
prove the dollar earnings of Caribbean area nations. Enactment of H.R. 3727 would 
have an immediate and devastating effect in the opposite direction.

The nations of the Caribbean^now have some 37.5 percent of the quota sales to the 
U.S. market. With the current differential of some 13 cents per pound between the 
New York delivered price and the price on the residual world market, the benefits 
to the region are substantial. Assuming that these prices continue, discontinuance 
of the quotas will mean a loss in earnings for these Caribbean basin nations of some 
$270 million in one year. The sugar industry of the Caribbean is not healthy or an 
expanding one. See exhibit #2.

What a mixed signal Congress would send were it to adopt H.R. 3727. What other 
exports do these nations have available to replace present earnings from sugar?

The argument has also been made that Congress must adopt H.R. 3727 to save the 
consumer from excessive sugar prices. However, the retail prices of sugar are lower 
today than they were on the average in 1980 and 1981, years in which no sugar pro 
gram was in effect, and prior to adoption of the present sugar loan program. There 
has been no consumer outcry over sugar orices. I believe the Congress would be well 
advised to take the claims of certain self-appointed ccnsumerists with a large grain 
of st.it in this regard. Only the big industrial users and the refiners of foreign source 
raw sugar would benefit as prices become increasingly volatile and supplies uncer 
tain in the face of a rapidly declining domestic industry.

The market stabilization price, the price which USDA seeks to achieve as the 
New York delivered price in order that our producers can achieve a return from the 
market in excess of the loan rate, is scheduled to increase only a quarter of a cent a 
year, barely one percent per year, for fiscal 1985 and 1986. No one, not even the 
most ardent advocate of the President's economic program, would suggest that an 
increase of this magnitude is inflationary.

In summary enactment of the provisions of H.R. 3727 cannot be justified on any 
basis.

First, it will cost the U.S. government several billion dollars in CCC payments for 
sugar forfeited to the government.

Second, it will drive a large share of the efficient U.S. sugar industry out of busi 
ness. American sugar producers are as efficient as are our farmers in other crops. 
Are we really willing to turn our sugar market over to those who subsidize the pro 
duction of sugar for export through high prices to their domestic consumers? I hope 
not. Are we saying to America's sugar producers that they must match the low 
wages paid to Haitian sugar workers in the Dominican Republic or workers in 
South Africa, Cuba or Brazil or get out of business? I hope not.

Third, enactment will seriously injure those nations which now sell sugar to the 
U.S. market. Such injury is substantial. A drop in their earnings will erode the 
export market for products then now buy from the U.S. including wheat, corn and 
other agricultural products.

Fourth, there is no substantial consumer benefit from such action. Almost 80 per 
cent of our sweetener use is in the form of industrially prepared foods and soft 
drinks. The average American buys less than twenty pounds of sugar per year for 
use in the home. A 5-cent a pound saving—even if this should materialize—would 
save that consumer less than a dollar—about the cost of two cans of soft drinks each 
year. The industrial users have not, in the past, passed on any reductions in the 
price of sugar to the consumer. There is no reason to believe they are interested in 
this measure to do so in the future. The average consumer is most interested in a 
plentiful supply of sugar at a reasonable price. He knows that in the long run he 
must pay what it costs to keep efficient producers in business.

I have confidence that the Congress, upon examination of the evidence, will not 
take further actions in support of H.R. 3727.
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EXHIBIT #1

HSPTi £~* HAWAII

•VIS Hawaiian Sugar Planters' Association October M.1M3

PRODUCTIVITY, COST DRIVE PROGRESS REPORTED
Mnwifan H«V« drfv* to Improv* productivity ml 

reduce production ccota — now In <U atcend y**r — 
continues to main prepress.

Goal of tht effort U to return th* Industry to t decent 
Uvel of profiubllity.

The need to d» so remain* urgent:
• Th* industry U coming off two conMcutlv* years 

of lo«Mf totalling mort thin $W> million.
• Large world •urpliM* eonUnue to hold world tut*. 

market price* at dlstt eased lev*!*, influencing U. S. 
price*.

• Th* federal government* loan support program at 
17-1/4 emu a pound ttJSO • ton) I* only a safety net, not 
an amount that guarantees survival.

• Survival U critically Important, not only to thai 
industry's employees and owners, but to the state, as well. 
About 30,000 direct and indkect Jobs depend on sugar.

not* why report* of pragma ere heartening.
Y Mita of auger tn lot* September of M J7 too on oer« 

were running about • tenth of a ton mar* than the uvau- 
tr/s record year of ll.lt tons set in 1963.

Dr. Don J Heinz, director of the HSPA Experiment 
Station, says one reason for the improvement is because 
the plantations are farniing better. Another: the pro 
grammed expansion of new cane varieties developed bv 
the HSPA.

•Operating costs are being reduced by determination, 
imagination and, in some cases, by making some hard 
choices. A few examples:

• At TheoDavies Hamakua Sugar Co. on H«w»ii 
bland, $2.7 million had been saved by the end of August 
from an already "extremely spare" 1983 operating budget. 
(In III), the company reduced operating costs $6 million 
below budget.)

The toiiipuiiy U determined to reduce operotiny colt* 
per ton of jupor to ttSO by IMS. soys ffoncfa S. Morgon, 
prtrident of Namotau Su^v.

But It won't take short-term shortcuts to do It.
•1Ce worft do onytMng In the way of COM cutting that 

wQI /eopordfxe the quality of our future crop*,' he soy), 
oddtnp, "biggtr crop* producing larger revenue* ti the best 
vay to reckic* costs.*

• At Mtui'5 Hawaiian Commercial & Sugar Co., a- 
n<!w inventory management and control system is being 
installed. The company expects better physical control, 
less waste and duplication. Improved cost control and 
more competitive purchasing.

HCtS manager Dick Cameron also w>x ~tj th* xyittm

to reduce irtvenWry capital newta by "several mfllloo 
dollars,* a savtiv h Merest or cerrylng eharacs worth 
hundred* of thousands of dollars a year.

• At Ka'u Sugar Co. on Hawaii, a new sugarcane mill 
Installed last year at a cost of about J« million has made 
the sugar company one of the Industry's lowest-cost 
producers this year.

to fact, JWarvJn TBJbjr, of parent firm C. Brewer ond 
Co^ aey* he ejects lUu Sugar to be on* af the lowost- 
caat producorsfer tht next decade, at least.

* TlMrv w JOMM iMra cnMcw MOttey too* OHM no

At Walelue Sugar Co. on die island of Oehu, all WO 
production and >0 •anagcrial employees are being fur- 
loughed without pay for 30 days beginning November S.

And, at McBryde Sugar Co. on Kaual, the full employ 
ment force ($20 people) Is being furloughed for two weeks 
in mid-November.

*i both coses, the shutdown ere to reduce pro/acted 
opcratty losses for the year. Wtialua asttmates It wfll 
tav* $1 mttUan, wftfle Mclryde projects aovbvs of 
1700,000 In wages and operating nqMnses.

Furloughs also occurred last year, but on a broader 
scale. Fewer of them this year indicates the Industry is 
beginning to turn the tide of battle in its struggle for 
survival.

Fortunately, unemployment compensation pay will 
temper the loss of work opportunity.

1,040,409 TONS PRODUCTION SEEN
Hawaii sugar production for th* year is forecast at 

1,040,409 tons (raw basis), a level more than 57,000 torn 
abov* 1981, th* HSM estimated October JO.

Although the 1913 total is 15,000 tons less than 
originally estimated last October, that projection was 
made a month before Hurricane Iwa struck th* Island of 
Kaual and <he north shore of Oahu. That storm — with 
winch in excess of 100 miles an hour — damaged fields and 
crops, cutting '13 production in the two areas.

This year's production should be slightly ahead of the 
five previous normal year's average (1977-11) of 1,033,500 
tons. (That average excludes 19(2 when the heaviest 
rains of this century reduced production to below a 
mlUio" tons for the first time since I960.)
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Sttgar Cane Industry 
Sours in Caribbean

.By CANUTE JAMES

KINGSTON - The cane sugar 
industry in the English-speaking Car 
ibbean, one* the" backbone of most 
national 'economies, is growing in 
creasingly sour. ••' •

Although in some countries sugar 
has been overtaken bv/toorfam, baux- •
Addtttemlv cotiHHodtty • iwws end 
tobtw •ppw.today on Pag* SA..
ite and oilas toemajor hard currency r 
earner, the industry is still important 
to the region's weak economies.

The sector^ however, has bicii 
subject to low and Inefficient produc 
tion, weak markets and poor weather. 
Toe •Anglophone Caribbean a decade 
and a hall ago produced about 1.5 
million metric tons, of sugar per each 
year. This has fallen steadily to just 
over a half of this'figure.

Yet governments are reluctant to 
reduce the size of domestic sugar 
production facilities becauss of the 
high employment content of the 
sector, and the hard currency earn 
ings.

r The government of Guyana re-
i cently closed two of the country's 10
1 mills, reducing rated capacity of
' 400.000 metric tons per year. The

industry is this year hoping to mill
300,000 metric tons from its two
crops, but the failure of the first crop
to achieve its 100,000 metric ton
target does not promise well.

The second crop is now under way, 
. with the industry hoping to duplicate 

last year's 200,000 metric tons.
Achievement of this target bangs 

on such fickle factors as weather and 
industrial unrest in the fields and the 
mills.

Trinidad and Tobago's output con 
tinued to fall this year. The recently 
ended crop was aiming at 102,000 
metric tons, but missed this by 28,000 
metric tons.

The crop, affected by a late start 
by workers protesting payments for 
the previous harvest, returned 2,000 
metric tons less than last years.

The 'governments concern -at the
mounting problems of the sector was

; reflected in an attempt to convert 13
percent of canefields to other forms

•.(-.V

of agriculture. Such changes, howev 
er, are constrained by the fact that 20 
percent of Trinidad tndTobago's 
work- force depends on the industry.

This explains, in part, persistence 
with an industry which, is reportedly 
losing" US$800 on every too. of cane 
milled. ••: ,; : „', .

•Toe-Barbados government last 
year pumped USliamUlioa tato the 
island's sugarindttstry.tn atfttfort to 
increase production_Tbe sector needs 
to produce U0,000inietricrtons per 

' year to break «venS; •" 
. .Actual .output thlsr year is 10,000 

metric tons, the .sane level as last 
year which was said by industry 
spokesmen to be the worst in the past 
three decades. •

The industry in Jamaica this year 
lost US$28 million, adding to out 
standing accumulated losses of 
US$149 million.

In an effort to escape the financial 
quicksands, the government closed 
all seven mills which it owns for an 
indefinite period, and is attempting to 
reorganize the industry.

The three privately owned mills 
have not been affected.

The industry has a rated capacity 
of 400,000 metric tons per year, but 
this year produced marginally over 
195,000 metric tons. The prolonged 
closure means a late start to the next 
harvest, suggesting that output next 
year will be lower.

The Jamaican government faces a 
dilemma in deciding on the future of 
the industry. Despite the accumulat 
ed debts, exports last year brought in 
USIJ02 million to the island's cash 
starved economy.
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STATEMENT OF E. RAYMOND STANHOPE, VICE PRESIDENT, A. E. STALEY 

MANUFACTURING Co.
Mr. Chairman, thank you for permitting me to appear before this committee. My 

name is E. Raymond Stanhope. I am vice president of A. E. Staley Mfg. Co. speaking 
on behalf of the company. This hearing is of vital importance to Staley as a member 
of the corn sweetener industry. This industry comprises eleven companies with 26 
plants located in 13 states having a combined employment of 15,000.

These plants have a combined corn grind capacity of 560 million bushels of corn 
annually. It is estimated they add about 25$/bushel to the value corn producers re 
ceive for all their corn sales. This is a total increase of over $2 billion annually on a 
normal crop.

Corn refiners, including Staley, produce corn syrups, dextrose, high fructose corn 
syrup, modified starches and power alcohol. These products are vital to the nation's 
supply of food, beverages, textiles, fuel, pharmaceuticals, chemicals and building 
materials.

The industry is an old one but it has recently come alive with new technology for 
producing low-cost sweeteners from corn. These corn sweeteners compete with sugar 
in many industrial applications. To meet the demand for this new high fructose 
corn sweetener, the industry has made large capital investments in new and ex 
panded plant facilities. Today the total capital investment for the industry is some 
$4 billion.

Corn sweeteners are derived from a relatively low cost and plentiful raw material 
and processed by means of high technology methods. As a result, corn sweeteners 
are the lowest-cost sweeteners in the world. In fact, the Bureau of Labor Statistics 
recently reported that the corn wet milling industry had increased its productivity 
by a remarkable 73% during the five-year period 1976-1981. In contrast, during this 
same period the productivity of steel increased by 13% and motor vehicles by 7%.

We estimate that the existing corn refining products may account for 1.1 billion 
bushels of the nation's corn crop by the end of the decade. That would approximate 
ly double today's use of corn and represent nearly 40% of the corn sold for cash 
basis from the 1982/1983 production.

Staley opposes the elimination of sugar import quotas as proposed by H.R. 3727 
because the quota is the only defense available against the import of foreign govern 
ment-subsidized sugar into the U.S. market. Although corn sweeteners are the 
lowest-cost sweeteners in the world, we cannot compete against foreign government 
subsidies which have been as high as 19 cents a pound. This is the same type of 
problem faced by the domestic steel, fertilizer and other industries.

Sugar is produced in some 100 or more countries throughout the world with some 
form of government intervention in virtually every case. The result of-this govern 
ment intervention around the world has caused enormous overproduction of sugar 
so that world prices are severely depressed. Historically, world sugar prices tend to 
be depressed when stocks at season's end exceed about 25% of annual consumption. 
World sugar stocks at the end of the current sugar year are expected to stay near 
45% of annual consumption, according to the USDA.

This overproduction is caused by foreign government subsidies. The sugar regime 
of the Common Agricultural Policy of the European Economic Community is an ex 
ample. By fixing an artificially high internal domestic price for beet suger, the EEC 
has encouraged enornous overproduction. They then dispose of the resulting sur 
pluses by means of subsidized dumping into world markets. This overproduction 
amounted to 49% of domestic needs in the EEC in 1982/1873. EC exports accounted 
for 27% of the world's cash sugar market in 1982. Without the European sugar sub 
sidy program, there would be no European sugar on the world market.

While the European Community does not normally export sugar directly to the 
United States, the addition of their subsidized surplus to the world stocks of sugar 
depresses the world price for all sugar and, hence, threatens the U.S. domestic 
sugar program. We have yet to find a sugar exporting country that does not subsi 
dize its sugar exports.

Since corn sweeteners are cost effective, we are willing and able to compete 
against unsubsidized sugar production anywhere in the world. However, when for 
eign government subsidies drive sugar prices below the cost of production for even 
the most cost-effective sweetener producers, neither we nor anyone else can com 
pete.

We see the present sugar loan program as the only temporary defense against the 
elimination of the U.S. sweetener industry by foreign government subsidies.. Cur 
rently, the sugar import quota is the only means available to the Secretary of Agri-
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culture to avoid sugar loan defaults because of unrestricted foreign government sub 
sidized sugar imports.

In the long run, it is our earnest belief that the United States sweetener con 
sumer is better served when his country maintains a domestic sweetener industry 
while his government works to eliminate unfair foreign government subsidies of for 
eign producers.

U.S. agribusiness and the American farmer are the most efficient food and fiber 
production team in the world. All we seek is an equitable environment in which to 
compete. We urge your disapproval of H.R. 3727 as a serious diminution of the U.S. 
sugar program. To approve this measure would only further encourage the already 
disastrous export subsidy practices of foreign producers.

STATEMENT OF E. LINWOOD TIPTON, CHAIRMAN, SUGAR USERS GROUP
Mr. Chairman, my name is E. Linwood Tipton. I am appearing today in my role 

as Chairman of the Sugar Users Group. I am accompanied by several other mem 
bers of the Sugar Users Group who will present statements also. The Sugar Users 
Group greatly appreciates the opportunity to testify in support of H.R. 3727, and we 
thank you for permitting us to appear before you today.

The Suger Users Group is a coalition of trade associations representing industries 
which consume vast amounts of sugar. Its members are the American Bakers Asso 
ciation, the Biscuit and Cracker Manufacturers Association, the Chocolate Manufac 
turers Association of the U.S.A., The International Association of Ice Cream Manu 
facturers, the Milk Industry Foundation, the National Confectioners Association 
and the National Soft Drink Association. The member companies of these trade as 
sociations use about 70% of the sugar consumed in the United States.

Mr. Chairman, we support H.R. 3727 for a number of reasons. However, before 
enumerating those reasons, I would like to briefly summarize some background in 
formation regarding our country's sugar program.

In December, 1981, President Reagan, when he implemented the present sugar 
program stated, "I personally regret the necessity for signing these proclamations. 
The sugar program enacted by Congress to protect higher cost domestic producers 
will result in higher costs for all American sugar consumers." What he predicted 
has in fact become reality! American consumers are paying dearly for their sweeten 
er supply.

The reason for imposing quotas was to artifically raise and hold domestic sugar 
prices to nearly 21 cents per pound in order to avoid the forfeiture of several hun 
dred million dollars worth of sugar to the United States government. Under the 
present sugar program established by the 1981 Farm Bill the government provides 
nonrecourse, low interest loans to sugar producers with sugar as collateral. The loan 
program has only become a part of U.S. Sugar policy in recent years. It provides low 
cost government loans pending the actual sale of the sugar. Previously sugar grow 
ers and processors relied on private investment funds to finance their inventory.

These "loans" are made by the Commodity Credit Corporation of the Department 
of Agriculture and are extended to sugar processors who use their sugar as collater 
al for the loans. If the domestic price for sugar exceeds the loan rate, plus shipping, 
handling and storage costs, the processors will sell the sugar on the market and pay 
off the loan. If, however, the net market price is below the price guaranteed by the 
government program, the producers simply default on the loan. If they default on 
the loan they pocket the loan money and have no other obligation. Since the collat 
eral for the loan is the sugar itself, the government ends up owning the sugar.

Moreover, under the sugar amendment in the 1981 Farm Bill, growers and proces 
sors can look to escalating "loan" levels, and consumers to escalating prices. From 
1982 through 1985 the legislation requires the Secretary to establish loan provisions 
which set a floor for sugar prices at 17 cents per pound for the 1982 crop year; 17.5 
for 1983; 17.75 for 1984 and Finally 18 cents a pound for the 1985 crop. Obviously 
with the current world price of sugar at less than 9 cents per pound, producers will 
choose to forfeit their loans and allow their sugar to pass to the government unless 
measures such as government-imposed quotas greatly reduce sugar supplies and 
force consumers to pay prices above the cupport levels, which are already well 
above the world price. The differential between the world and U.S. price is now 12' 
cents— 133% above the world price.

In many ways, Mr. Chairman, this program has been a nightmare. First, in the 
area of international trade, the imposition of sugar quotas, the most restrictive and 
extreme form of market protection, has contributed in good part to the present 
trade dispute between the United States and European Community. Many nations
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have filed complaints over the quotas with the International Sugar Organization 
and with GATT. The quotas result in the United States being viewed as hypocriti 
cal. It has fought to eliminate unfair trading practices and open foreign markets to 
American exports, particularly agricultural products, but has imposed one of the 
most restrictive markets for sugar. The quotas have increased the risk of new re 
strictions being added on soybeans, corn, wheat, gluten feed and other items in 
Europe and Japan.

In testimony before the Senate Budget Committee earlier this year, the well- 
known agricultural economist, Gale Johnson, made the point that the United States 
is having difficulty convincing others of the value of free trade simply because our 
nation so often violates this principle itself. As Johnson noted, ". . . it is not possi 
ble to argue the recent return to a sugar program dependent upon high price sup 
ports anal import quotas is consistent with GATT principles for exceptions to the use 
of tariffs as the only acceptable instrument for limiting imports."

Further, Mr. Chairman, the administration of the program has become a night 
mare in and of itself. The actual market price has been well above the loan rate— 
and unnecessarily I might add.

Since the government does not want defaults on its loans not to deal with forfeit 
ed sugar, it has tried to administer the sugar program in a manner to insure that 
the producers will always sell in the private marketplace. To do this it established 
the Market Stabilization Price (MSP)—a target price at which not one pound of 
sugar would ever be forfeited. This has created a windfall for growers and an enor 
mous burden for consumers. In establishing the MSP, the Department of Agricul 
ture exacerbated the problems created by the high loan rates established under the 
legislation. The MSP for the 1982 and 1983 crop was calculated in the following 
manner:

[Amounts in cents] 

_________________________________________1982________1983

Loan rate...................................................................................................................... 17.00 17.50
Handling and freight...................................................................................................... 2.66 2.62
Interest.......................................................................................................................... .87 .85
Incentive........................................................................................................................ .20 .20

Total................................................................................................................ 20.73 21.17

As you can see, the 17 cent loan rate amounts to quite a bit more for the produc 
er. The department determined that it would not charge interest on the loan if a 
producer defaulted and forfeited his sugar. Therefore, it was necessary to make cer 
tain that the market was higher than the loan rate plus interest to avoid an incen 
tive for forfeiture. In a similar manner, the Department determined that sugar pro 
ducers should be treated differently from producers of other commodities and not 
have to pay handling and freight if they forfeit the sugar to the government. Thus, 
these costs, too, were brought into the calculation of the MSP and illogically based 
on the extremely high costs of shipping sugar from Hawaii to the East Coast. As if 
this were not enough, the Department included an additional incentive factor in the 
MSP, to make absolutely certain that no producer would ever forfeit his sugar.

Then the Administration took actions to bring the price of sugar up to the Market 
Stabilization Price. In setting quotas, it decided to err on the side of safety and set 
them too tight to make certain that prices stayed above the already inflated MSP. 
On June 2, the tight quotas forced prices to 22.97 cents—2.24 cents higher than the 
MSP. On July 28, the market price was 22.21 cents—1.48 cents higher than the 
MSP. These figures contrast sharply to the world prices for sugar which averaged 
approximately 10 Ya cents per pound last summer. Yet the Department of Agricul 
ture raised the MSP for the 1983-84 crop year by an additional naif cent.

All of this adds up to a tremendous burden on the consumer. Mr. Chairman, a 
one-cent rise or fall in the price of raw sugar results in a change of approximately 
$257 million in the wholesale cost of all caloric sweeteners in the U.S. and an 
impact of at least $300 million on consumers due to markup practices at the retail 
level and the price umbrella provided to corn and low-calorie sweeteners. Further, 
U.S. consumers are forced to pay twice for the sugar program. First, since support 
levels are often far above world values (they have on occasion been triple world 
values in 1982/83), consumers' food costs at retail are higher during world surplus 
periodu than they would be if prices were supported at Tower levels or not &t ah.
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Second, U.S. consumers also pay high world prices when sugar is scarce, since the 
U.S. program does not provide for storing reserves or for price guarantees and thus 
offers no protection against short supplies and high prices. This is particularly bur 
densome on the poor who pay such a high percentage of their income on food.

Further, Mr. Chairman, the sugar program does not make sense from the stand 
point of agricultural or economic policy. There are only about 14,000 sugar produc 
ers in the United States, a mere handful compared to 870,000 wheat producers or 
324,000 dairy farmers. Yet these producers, often large companies, are the benefici 
aries of the most generous farm program on the books at the cost of $3 billion (or 
$215,000 per producer) to the public. As the following chart indicates sugar support 
prices are currently much higher relative to production costs than virtually all 
other agricultural commodities.

Percent target price is of cost of production
Ptrctnt

Sugar................................................................................................................................ 80
Wheat...................................... ....................................................................................... 56
Corn............................................................... ................................................................ 65
Cotton...........................................................'.................................................................... 72

In short, Mr. Chairman, the program is sending exactly the wrong signal. Sugar 
surpluses are the root of the problem, and the sugar program encourages producers 
to expand production rather then to contract it. The program runs contrary to the 
many efforts which Congress and the President have made to lessen government 
intervention and wherever possible to allow free markets to work.

We support H.R. 3727 and believe it will go a long way toward correcting some of 
the inadequacies of the present U.S. sweetner policy. The basic problem is that the 
domestic price is simply too high. It is too high because the support price itself was 
set too high with a loan rate of 17.50 cents per pound. This already too high support 
price was made even more ludicrous by the way the Administration chose to admin 
ister the program. We have repeatedly offered suggestions to the Department of Ag 
riculture as to various ways it could administer the program in a less costly fashion, 
but they have chosen the most costly route. One of the simple suggestions we of 
fered was to eliminate the enormous factor for freight from the differential between 
the loan rate and the Market Stabilization Price. This could have been done by 
merely changing the loan agreements to provide that a recipient of the loan would 
have been required to deliver the sugar to his normal refinery if he forfeits. Howev 
er, the Department of Agriculture has decided to perpetuate the high U.S. prices by 
ignoring these types of changes. (A copy of our letter to Secretary Block is attached.)

We believe that eliminating the options of using quotas will limit the price which 
can be protected to one which can be protected by factors authorized under the 
tariff schedules of the United States plus fees authorized under the authority of Sec 
tion 22 of the Agriculture Stabilization Act. This would currently be 18 to 19 cents 
per pound and would be a reasonable level to protect domestic producers. This 
would not necessarily increase the probability of forfeiture to the government. As 
already pointed out, the terms of the loans could be changed, but even if the loan 
terms were not altered, the risk of budget exposure would be minimal.

Another way of solving the problem would be a direct reduction in the loan level. 
This we would favor also.

[Attachment]
SUGAR USERS GROUP, 

Washington, DC, August 11, 1983. 
Re Reducing the Differential Between the Loan Rate and the Market Stabilization

Price for Sugar. 
Hon. JOHN R. BLOCK, 
Secretary of Agriculture, 
U.S. Department of Agriculture, Washington, DC.

DEAR SECRETARY BLOCK: The Sugar Users Group urges you to change the method 
of administering the sugar loan program foi the 1984 marketing year to provide a 
smaller differential between the loan rate and the Market Stabilization Price which 
is currently protected by duties, fees, and quotas. The Market Stabilization Price, 
since the inception of the program in 1981, has been set at a level to insure that all 
loan recipients have an economic incentive to pay off the loan, redeem the sugar,
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and sell it on the commercial market. Thus, it is very unlikely that any sugar will 
be forfeited to the government.

In view of the current large budget deficits, we uuderstand your objective of mini 
mizing the risk of forfeitures and the attending budget obligations, but we believe 
this can be accomplished with a much smaller differential and therefore, a lower 
Market Stabilization Price than has previously been the case.

The specific proposal to accomplish this is outlined in the attached document. If 
adopted it would:

Provide loans to processors at the rates specified in the law.
Reduce the Market Stabilization Price by reducing the differential between the 

loan rate and the Market Stabilization Price.
Provide the same incentive to repay the loans as is provided by the present tech 

niques.
Hasten the removal of quotas.
The present procedures have resulted in domestic sugar prices considerably above 

the level necessary to avoid loan forfeitures and consequential budget outlays. Our 
proposal will reduce raw sugar prices by over 3 cents per pound and save consumers 
over $1 billion per year.

We urge your adoption of the program outlined in the attached document.
Mr. Secretary, in addition to the unnecessary costs imposed by the present proce 

dures for determining the Market Stabilization Price, consumers have suffered fur 
ther unnecessary burdens due to the fact that actual market prices have been con 
sistently held well above the already too high Market Stabilization Price without 
taking counterbalancing action. This program needs and deserves your personal at 
tention.

On behalf of:
E. LINWOOD TIPTON, 

Chairman, Sugar Users Group.
The Sugar Users Group, including:
American Bakers Association.
Biscuit and Cracker Manufacturers' Association.
Chocolate Manufacturers Association.
International Association of Ice Cream Manufacturers.
Milk Industry Foundation
National Confectioners' Association.
National Soft Drink Association.
And other interested groups, including:
Association for Dressings and Sauces.
Congress Watch.
Consumer Federation of America.
Consumers for World Trade.
Food Marketing Institute.
International Jelly and Preserve Association.
National Association of Convenience Stores.
National Food Processors Association.
National Independent Dairy Association.
National Restaurant Association.
National Single Service Food Association.
Processed Apples Institute.
Public Voice for Food and Health Policy.
Retail Bakers of America.
U.S. Cane Sugar Refiners' Association.

CURRENT LOAN RATES AND THE MARKET STABILIZATION PRICE

A price support program for sugaracane and sugar beets was included in the 
sugar title of the Agriculture and Food Act of 1981. The program is specified in 
terms of purchase and loan rates, and applies to sugar beets and sugarcane harvest 
ed from the date of enactment (December 22,1981) through the 1985-1986 crop year. 
To be eligible for the loan program, a processor must agree to pay the minimum 
support price to any grower who supplies sugar beets or sugarcane. For sugar pro 
duced from 1982-1983 through 1985-1986, price are supported through a nonre 
course loan program incorporating annually increasing loan rates. The rates for raw 
cane sugar are 17.00, 17.50, 17.75, and 18.00 cents per pound for the successive crop 
years. Beet sugar loan rates are determined in relation to those of cane.

30-600 0-85-11
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MARKET PRICES ABOVE LOAN KATE

The critical difference between this and previous sugar support programs lies in 
the basis for design of the applicable regulations. Since there was no provision in 
the Reagan budget for the sugar program, the Administration instructed USDA to 
administer the program in such a manner that there would be no outlays of funds 
whatsoever. As a result, the domestic price for raw sugar is being controlled at 
levels significantly higher than the support price in order to assure that forfeitures 
will not occur.

This wide dispaity between the support level and the Market Stabilization Price is 
extremely costly to manufacturers and consumers. We believe, however, that modifi 
cation of the administrative mechanism can accomplish the dual purpose of reduc 
ing the high cost of domestic sugars while at the same time minimizing risk of loan 
forfeiture and its consequent non-budgeted expenditures.

From the international trade viewpoint, the changes discussed below would also 
enable a more rapid return to a free trade environment through the earlier elimina 
tion of the country by country quotas, thus improving our trade relations with other 
countries.

The following table illustrates the calculation of the Market Stabilization Price 
for the 1982-1983 fiscal year:

Calculation of market stabilization price
Cent* per pound

Loan rate for raw sugar cane...................................................................................... 17.00
Transportation costs from Hawaii to gulf or east coast......................................... 2.66
Interest at 10.25 percent for 6 months....................................................................... 0.87
Incentive to market sugar............................................................................................ 0.20

MSP (NY)............................................................................................................... 20.73
When the 1981 bill was passed, it was generally believed that the 17 cent loan 

rate for 1982-1983, at the mill, would translate into a minimum raw sugar price of 
about 19 cents at coastal refineries in New York and elsewhere, and about 17 cents 
at the mill. But to insure that all sugar under loan would be redeemed rather than 
forfeited, USDA set the Market Stabilization Price at 20.73 cents—high enough to 
cover even Hawaiian sugar shipped to the East Coast.

By implementing the program in this manner, domestic price levels were moved 
to a higher support level than was probably envisioned by Congress. The last pro 
gram for domestic sugar producers was for the 1979 crop, for which there was a 13 
cent loan rate and a 15 cent market price objective. Other ways of preventing any 
cost to the government were suggested by the Sugar Users Group at the time of 
drafting of regulations, but were not adopted by USDA.

SUGGESTED CHANGES

As presently administered, the differential between the loan rate and the Market 
Stabilization Price is in excess of what is needed. Two modifications should be made 
in the program.

1. Charge interest on forfeiture as well as on redemption, and
2. Allow the Secretary of Agriculture to require that the processor store the for 

feited sugar at the expense of the Commodity Credit Corporation, pending sale by 
the Corporation, and that upon sale by the Corporation, the processor deliver the 
raw sugar from storage to the plant where the sugar would normally be refined.

INTEREST

Processors currently pay interest when the sugar under loan is redeemed, but if 
the sugar is forfeited, there is no interest payment. Therefore, if interest charges 
are required to be paid on forfeitures as well, the Market Stabilization Price could 
be reduced by the amount currently allowed for interest. The program is now being 
administered in a way that there will be no forfeitures and, under our proposal, 
there would be no change in this policy. Since there would continue to be no sugar 
forfeited, the obligation of paying interest on forfeited sugar would not in fact result 
in any penalties on processors.

FREIGHT

Under the present program, if a processor repays the loan, he must bear the 
transportation cost from the mill to the refinery, but if he forfeits the raw sugar, he
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has no further cost. This freight factor is a major contributor to the excessively wide 
differential between the loan rate and the Market Stabilization Price.

Under our proposal, the processor would receive the full loan rate specified in the 
law and would be entitled to that sum for the duration of the loan period. However, 
if he forfeited, upon instruction from the Secretary of Agriculture, he would be re 
quired to deliver the raw sugar to the refinery where it would normally go, just as 
he is required to do if he redeems the loan.

Under this proposal, the Market Stabilization Price could be maintained at a level 
much nearer the loan rate. There would be no added cost to the processor because 
the Market Stabilization Price would still be maintained at a sufficiently high price 
to provide an incentive for redemption instead of forfeiture.

SUMMARY
Under our proposal, the Market Stabilization Price could be greatly reduced with 

out affecting the amount of the loan and without increasing the likelihood of forfeit 
ure. Based on the factors used to calculate the Market Stabilization Price for the 
1982-1983 marketing year, the Market Stabilization Price could be reduced from 
20.73 cents to 17.20, a 3.5 cent reduction, as illustrated in the following table:

Revised Market Stabilization Price
Cents per pound

Loan Rate for Raw Sugar............................................................................................. 17.00
Transportation Costs from Hawaii to Gulf or East Coast...................................... 0.00
Interest at 10.25 Percent for 6 Months...................................................................... 0.00
Incentive to Market Sugar........................................................................................... 0.20

MSP....................................................................................................................... 17.20
The purpose of the proposed program is to provide the full loan rate specified in 

the law. The government also wants to make certain that no sugar is forfeited to 
the Commodity Credit Corporation. Our proposed modifications will allow both 
these goals to be met at a substantially lower Market Stabilization Price, thereby 
saving consumers nearly $1 billion, while simultaneously providing sugar processors 
with the intended loans and avoiding Commodity Credit Corporation acquisitions.

STATEMENT OF DAVID C. CARTER, PRESIDENT, UNITED STATES BEET SUGAR
ASSOCIATION

My name is David C. Carter and I am President of the United States Beet Sugar 
Association, a trade association made up of this country's beet sugar processors. A 
list of Member-Companies is attached.

In 1983, more than 21 million tons of sugar beets were produced in some 14 states. 
From that crop, we are processing nearly 6 billion pounds of refined sugar, enough 
to supply the yearly needs of 85 million Americans. Nearly 100,000 people earn 
their livelihood, from the domestic sugar industry, including farmers, agricultural 
workers, service and management employees and thousands of members of orga 
nized labor.

As processors and marketers of sugar, we are in the very forefront of the impact 
created by the domestic sugar program included as Title IX of the 1981 Food and 
Agricultural Act.

The interdependence between beet growers and processors is unique. It is symbol 
ized by the "participating" contracts that have traditionally existed between them. 
In general, the contract calls for the processor to accept all of the sugar beets grown 
on a specified number of acres, process chem and market the refined sugar. The 
sugar dollar earned in the marketplace is then divided between processor and 
grower, with the latter getting about two-thirds of the net proceeds. In three in 
stances, the processing firms are cooperatively owned by the growers themselves.

It is the farmers, of course, who are the designated beneficiaries of the current 
sugar price support loan program. However, any action impinging on the effective 
ness of the program impacts on both the grower and the processor. Thus, we appre 
ciate the opportunity to appear and express our views on H.R. 3727.

I feel reasonably certain the Chairman does not want this hearing to be a forum 
for debating the virtues of the current sugar program. It was debated, reviewed, 
analyzed and scrutinized fully during consideration of the 1981 farm bill. As a result 
of some genuine compromises on both sides of the issue, a carefully constructed pro 
gram was ultimately approved.
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There is something special about this sugar program. Throughout much of this 

Session of Congress, we've heard about the need to repair and make adjustments in 
various segments of the 1981 farm bill. There was a problem with the tobacco sec 
tion; changes were needed in the peanut program; the wheat and feed grains pro 
grams are still under review; and only last week there was continued tinkering with 
the dairy section.

The sugar program, however, is working! It is providing a fair return in the 
market place for domestic producers and it has resulted in fair and stable prices to 
sugar consumers.

The legislative history of this program repeatedly makes clear that Congress is 
insistent that the program be administered in a manner that will result in no cost 
to the Government. This means, of course, that sugar under loan to the Commodity 
Credit Corporation should not be forfeited to Government ownership.

Approval of H.R. 3727 would negate that mandate. Further, in my opinion, H.R. 
3727 is discriminatory and based on false and misleading assertions and premises.

The authors of this bill have written, for example, that import quotas on sugar 
are "not only the most extreme and disruptive form of market protection, but [are] 
also in direct contradiction to U.S. trade policy."

With all due respect, Mr. Chairman, my response to that charge is "whisk- 
brooms!"

Whiskbrooms and clothespins.
Whiskbrooms and clothespins and motorcycles and steel.
These are all from the list of items on which this country has either a tariff rate 

or absolute import quotas. These items have in common the fact they are not agri 
cultural products. And, while I certainly don't want to discuss the relative merits of 
those quota programs, I know for sure that those particular quotas on those particu 
lar items are not essential to the successful administration of a commodity loan pro 
gram enacted by the United States Congress. The quotas on sugar are, however, an 
integral and essential administrative tool in the success of the U.S. sugar program.

Mr. Chairman, the last time I appeared before this distinguished panel was June 
15,1981. At that time, we heard the representative of the U.S. Cane Sugar Refiners' 
Association warn that sugar legislation under consideration at the time "specifies a 
loan level of 19.6$ a pound. But," he cautioned, "in order to ensure that none of the 
sugar would be forfeited to the government, it would be necessary for the govern 
ment to maintain the price of sugar ... at somewhere near 25$ to 26$ a pound."

He was talking about a loan price/market stabilization price differential of 5.5$ to 
6$ per pound.

September 22, 1981, Representative Thomas Downey—a member of this Subcom 
mittee and a principal sponsor of H.R. 3727, wrote in a "Dear Colleague" letter to 
his fe , TW Members "an 18$ nonrecourse loan program [for sugar] would require the 
federui government to raise domestic sugar prices to at least 25$ per pound ... in 
order u> avoid tremendous budget costs. In that statement he's predicting a differ 
ential of 7$, up from the Cane Refiners' prognosis of 5.5$ to 6$.

Comes now October 23, 1983 and Mr. Downey has written another Dear Colleague 
seeking co-sponsors for H.R. 3727. He writes: "The farm bill specified a sugar loan 
rate of 17t per pound for the 1982 crop, yet the USDA determined that the market 
price should be maintained at nearly 4t above the loan rate in order to avoid the 
government's acquisition of sugar through the forfeiture of loans. Many experts be 
lieve that this price is higher than necessary." (End of quote.)

The fact is, for the 1982 crop, the loan rate was 17$ and the Market Stabilization 
Price was 20.73«—the difference was 3.73« The point is, that sponsor of H.R. 3727 
was predicting a much higher differential when that suited the purpose. And, now, 
when the program has been enacted and the differential ends up at about half what 
he predicted, he's now quoting "many experts" as saying it's too high.

For the record, Mr. Chairman, it should be noted the 20.73* Market Stabilization 
Price for raw sugar from the 1982 crop compares with an average cost of production 
foi raw cane sugar in this country of 21.85* for the 1981 crop, according to the U.S. 
Department of Agriculture.

It has always been characteristic of consumers in this country to expect the price 
of things we buy to cover the cost of their manufacture, plus a reasonable profit. We 
knew anyone who constantly sells below his cost of production will very soon be out 
of business and, while all of us are bargain hunters at heart, we don t consciously 
wont to contribute to anyone's bankruptcy. Somehow, however, these same princi 
ples don't apply when it comes to agricultural commodities.

Next month, December 22 to be precise, we'll see the second anniversary of the 
sugar program being signed into law. In that two year period, Mr. Chairman, *he
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New York spot price for sugar averaged 21.49*—3.36* below the average of the two 
years immediately prior to the advent of the program.

Further, price stability is important—not only to producers, but especially to con 
sumers.

During 1980 and 1981—before the program—the difference between the highest 
and lowest price for sugar was 29.68t per pound. By 1982, however, with the pro 
gram just getting started, that fluctuation was reduced to 6.22e. And, for 1983 to 
date, there s only been a 2.2* per pound difference between the high price and low 
price of sugar.

Proponents of H.R. 3727 maintain the cost to Americans for each one-cent in 
crease in the price of sugar is "at least" $300 million a year. "Thus," they speculate, 
"the added and unnecessary cost resulting from the present program is well over $1 
billion in 1983 alone."

Independent economic studies completely discount such wild assertions and I've 
attached hereto a paper entitled the Myth of Math" which points out the error of 
their multiplication. Essentially, those who attach such large numbers to the so- 
called cost of the program in an attempt to discredit it, begin with erroneous fig 
ures, based on misleading assumptions. They then compound the error all the way 
through their "formula". It's akin to a navigator leaving San Francisco going to 
Hawaii, but cranking in a one degree error in his initial heading. By the time he's 
traveled the 3,000 miles toward Hawaii, he's missed the island by 2,000 miles. Thus, 
their $300 million per penny per pound is erroneous at the start and proceeds to 
miss the mark by several hundred million dollars.

In the meantime, Mr. Chairman, it should be noted that three-quarters of all 
sugar consumed in this country is in the form of prepared and processed foods and 
beverages. I challenge anyone to show the Committee a single example of the price 
of any of these sugar-containing product groups that has consistently come down as 
the result of decreases in sugar prices.

The price of these products go up, Mr. Chairman, blaming the increase on sugar 
costs. But, we've never found any that came down when the price of sugar de 
creased.

In the final analysis, of course, H.R. 3727 won't change the loan rate for sugar 
and it doesn't mandate any change in the Market Stabilization Price. All it will do 
is make it impossible for the Department of Agriculture to operate the program in 
the manner the Congress instructed and the Government will assume ownership of 
massive amounts of sugar.

Finally, I hesitate to quote the Chairman of this Subcommittee from one of his 
own speeches, particularly because I'm afraid I can't do the delivery justice. At that 
risk, however, I wish to read from the Chairman's remarks on the Floor of the 
House November 3, 1983. He said:

"But we should not be throwing away 200 years of experience about how things 
ought to be decided. . . . The Congress, in order to prevent political manipulations 
on serious questions like this, set up a bi-partisan, quasi-judicial, independent 
agency, independent of anyone else, to decide when injury had been inflicted upon 
American industry."

The Chairman's views that day were seconded by another distinguished Member 
of this panel, Congressman Frenzel. He had the floor next and said, in part:

"The previous speaker has indicated that the authority and the capability has 
been given by the Congress to the International Trade Commission. This is the 
Agency that should make that decision."

Obviously, neither the Chairman nor Mr. Frenzel were talking about sugar on No 
vember 3.

But the U.S. International Trade Commission—the very body both said should 
decide these cases—was talking about sugar on May 19, 1982 when, by a unanimous 
6-0 vote they determined imports of foreign sugar "interfere or threaten to inter 
fere with the operation of the domestic sugar program." Thus, the USITC put its 
stamp of approval on the President's action of May 5, 1982 (Proclamation #4941), 
imposing quotas on foreign sugar imports. Further, Mr. Chairman, the USITC for 
warded to the President on June 7, 1982, their recommendations based on their in 
vestigation. Included in their recommendation was—and I quote: "maintain the 
quota system set forth in Proclamation 4941 until such time as duties and fees, 
which are preferred to a restictive quota, are once again adequate to protect the rice 
support program."

Obviously, the limitations of the fee system under Section 22 of the Agricultural 
Act of 1949, preclude achievement of the Market Stabilization Price when world 
sugar, as measured by the number 11 spot price, is below 13.0$ per pound. The 13.0$ 
may be higher than this panel will hear about from proponents of H.R. 3727, but I
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call the Chairman's attention to the fact that fully 80 percent of our imports now 
arrive here duty-free. Therefore, only 20% of the 2.8125$ maximum duty should be 
used in calculating that amount to be added to the so-called world price. 

In conclusion, therefore, we respectfully urge that H.R. 3727 be rejected.
(1) H.R. 3727 is based on false assumptions. It's adoption would discriminate 

against sugar, an important U.S. agricultural commodity and would negate the Con 
gressional mandate that the sugar program be operated at no cost to the Treasury.

(2) Quotas are a necessary tool that the Administration may be required to use in 
order to achieve the objectives of the U.S. sugar program.

(3) The sugar program is working as Congress intended; sugar prices to consumers 
are lower than they were prior to the program's enactment and producers are re 
ceiving a fair return.

We believe that a thorough review of the sugar program will be held in conjunc 
tion with the enactment of a 1985 Omnibus Farm Bill. Until then, the industry is 
struggling to carry out its responsibility to the country and to consumers. We sug 
gest that it be permitted to do so under existing law and regulations.

Thank you.
THE UNITED STATES BEET SUGAR ASSOCIATION MEMBER COMPANIES

The Amalgamated Sugar Co., Ogden, UT
American Crystal Sugar Co., Moprhead, MN
Holly Sugar Corp., Colorado Springs, CO
Michigan Sugar Co., Saginaw, MI
Minn-Dak Farmers Cooperative, Wahpeton, ND
Monitor Sugar Co., Bay City, MI
Southern Minnesota Beet Sugar Cooperative, Renville, MN
Spreckels Sugar Division (Amstar Corp.), San Francisco, CA
Union Sugar Co., San Francisco, CA

THE MYTH OF MATH
Opponents of the domestic sugar program make sweeping claims about consumer 

costs and savings. Their basic propaganda blast says that every penny increase in 
the "price" of raw sugar adds $300 million to consumer food "costs .

This will show how these program opponents try to legitimize that inaccurate and 
intellectually dishonest statement. (It's sort of a Math Myth.)

Their charge: "Every penny added to the price of raw sugar adds $300 million to 
the consumer food bill .

The Math Myth formula: They say each of 225 million Americans eats 125 pounds 
of sweetener per year. When they multiply those sums times H, it amounts to $281 
million. By their formula you round that up to $300 million.

An explanation of the facts takes a bit of doing. But it's worth it.
Yearly sugar consumption for Americans actually amounts to less than 75 pounds 

(not 125). The 125-pound figure—used in their formula—approximates total sweet 
ened consumption. But almost 40 percent of that total is composed of non-sucrose 
sweeteners, largely derived from corn (fructose, dextrose, etc.).

Anti-program demogogues have you incorrectly assume that the price of non-su 
crose sweeteners moves in amounts exactly equal to that of sugar. Not true.

High fructose corn syrup currently is discounted 8 or 9 cents per pound below 
bulk sugar. A sugar program does affect the price and demand for corn sweeteners. 
And the corn industry does benefit. But high fructose corn syrup has its own 
market and its own competitive forces—corn sweetener against corn sweetener.

With usage and market correlation facts straight, one should now disabuse the 
notion (as they would have you assume) that any lower cost for raw sugar is auto 
matically passed along to the ultimate consumer. The evidence is clearly to the con 
trary.

For example, raw sugar prices averaged 19.73 cents per pound in 1981—down 
nearly 35% from the 1980 average (30.11 cents). During the same period, the price of 
14 major sugar-containing foods and beverages increased nearly 9%. More than two- 
thirds of the sugar Americans consume is contained in processed foods. Only 20 
pounds of sugar per year is purchased for each person's home consumption. If the 
price of sugar is 10 cents per pound higher (highly unlikely), that amounts to an 
annual cost per consumer of only $2.

Their charge goes something like this: Because of the "fact" that 1$ increase in 
price equals $300 million "cost" to consumers, then the overall, or total consumer 
cost" of the program equals $3 billion per year.
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The Myth of Their Math: The U.S. sugar program loan level is 17.5$. Current 

world price, about 9$, a difference of 8.50 X the $300 million previous "fact" equals 
$3 billion.

As pointed out above, lower raw sugar pricet are not automatically passed on to 
consumers. Otherwise, the consumer would have (by their Myth Math) saved $3 bil 
lion a year on sugar between 1980 and 1982 (1980 average world price, 300, 1982 
average price, 200).

But more to the point: The difference between domestic sugar prices and those 
quoted from the volatile dump market of the world is not a relevant basis for meas 
uring consumer "costs".

First, the world price is a dump price for homeless sugar. In times of scarcity, it's 
high. In times of world glut—like now—it's low.

Second, the so-called world" price ignores loading, insurance and transportation 
costs and unloading charges associated with bringing that sugar here. So, at a mini 
mum one has to add a few pennies per pound to the world price to even get it to the 
U.S.

Finally, if imported sugar is so much cheaper for consumers, why, during the 
period of no domestic program, was the price to consumers in the Northeast 3$ to 50 
per pound higher than to consumers in the West where the domestic industry oper 
ates?

CONCLUSION
The opponents of the ILS. sugar program use vodoo economics or mirrors to justi 

fy their Myth Math which assigns defineable consumer "costs" and savings to their 
stand on the issue.

Consider these numbers: 1) a penny per pound for sweetener could mean as much 
as $20,000,000 per year to a purchaser the size of Cola Cola; 2) up to $8,000,000 to 
Pepsi; and 3) about $2,000,000 to ITT. A penny per pound on a 20,000 ton sugar 
cargo titled to a trader-speculator in New York amounts to $400,000.

These are the "consumers" who are most interested in doing away with a pro 
gram to maintain the U.S. sugar industry. A penny per pound, at most, is a direct 
cost of 200 per year to the housewife per family member. Little enough to pay for 
an assured supply, little enough to pay to keep a domestic industry afloat to serve 
as an employer, a taxpayer, a purchaser of American goods and services and a pro 
vider of a strategically important food product.

STATEMENT OF NICHOLAS KOMINUS, PRESIDENT, UNITED STATES CANE SUGAR
REFINERS' ASSOCIATION

Mr. Chairman, my name is Nicholas Kominus. I am the president of the United 
States Cane Sugar Refiners' Association, 1001 Connecticut Avenue, Washington, DC 
20036.

Our association represents all of the Nation's independent cane sugar refiners. A 
list of the refiners for whom ! appear is attached to this statement.

Independent cane sugar refiners are not involved in the production or processing 
of sugarcane or sugar beets. They refine sugar that is produced in the United 
States, and sugar that is imported from foreign nations.

They operate ten refineries in eight States—Florida, Georgia, Illinois, Louisiana, 
Massachusetts, Missouri, New York and Texas. In addition, they operate a number 
of support facilities in other States.

Mr. Chairman, I shall be brief. I do request, however, that tnis entire prepared 
statement and a memorandum entitled, "Sugar Price Supports are too High," a 
copy of which is attached, be made a part of the record.

I appear here today in support of H.R. 3727, a bill to eliminate import quotas on 
sugar.

In 1981, the House of Representatives adopted an amendment that eliminated the 
sugar program from the farm bill (the House also defeated sugar bills on the floor in 
1978 and 1979).

Subsequently, the House Conferees ignored the will of the House and restored the 
sugar program by acceding to the Senate Conferees. This proved to be a costly move. 
The sugar price supports included in the conference report were far too high, and 
totally out of touch with the reality of the sugar market.

As a result, the administration has found itself in the difficult position of attempt 
ing to maintain the price of raw sugar in the United States two to three times 
higher than the world price (on November 9, the United States price was 2197 cents 
a pound, compared to the world price of 8.65 cento).
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Initially the administration hoped to avoid the acquisition of sugar through the 

forfeiture of CCC loans by increasing the import duty (from .625 to 2.8125 cents) and 
by imposing an import fee.

The statutory limits on the import duty and fee made it impossible, however, to 
sustain the market at the unrealistically high support levels.

The administration was, therefore, forced to abandon the import fee and impose 
restrictive import quotas.

High sugar price supports, and the quotas they have spav.aed, are costing Ameri 
can consumers billions of dollars, and aggravating the budget deficit by costing the 
Treasury millions of dollars in lost revenue because of the shift from import fees to 
quotas.

From the standpoint of trade policy, the sugar quotas are a disaster.
They are hampering attempts by this subcommittee, and others, to fight protec 

tionism and liberalize world trade.
Our sugar quotas are generating three distinct problems insofar as United States 

trade is concerned.
First, high sugar price supports have brought about a drastic decline in sugar im 

ports, thereby reducing the sugar exporting nations' ability to earn the dollars 
needed to purchase the products of American industry and agriculture.

Second, high sugar price supports have encouraged the production of high fruc 
tose corn syrup (HFCS) and its byproducts, corn gluten feed and meal. The byprod 
ucts have been shipped to the European community in increasing amounts and have 
further strained our trade relations with the EC.

Third, high sugar price supports have led to sugar import quotas that permit na 
tions, such as Japan and the EC, to hamper United States' attempts to liberalize 
agricultural trade by arguing that we do not practice what we preach.

SUGAR EXPORTING NATIONS

High sugar price supports are pricing sugar out of the sweetener market by en 
couraging the production of the competing sweetener, HFCS. They have also led to 
increases in sugar production in some regions of the United States. These increases 
have been more than enough to offset the declines in sugar production in some 
high-cost regions.

All of this has led to a drastic decline in sugar imports.
Over the years, the United States represented an important market for the sugar 

exporting nations of the world, most of which are developing and located in the Car 
ibbean and Latin America.

At one time, the United States was the largest sugar importing nation in the 
world. This is no longer true because of the increasingly protectionist sugar policy 
we have adopted.

During the fifteen year period, 1967/81, sugar imports averaged 5.1 million tons a 
year. Even during the last five years of the old Sugar Act, 1970/74, sugar imports 
averaged 5.5 million tons a year.

Unfortunately, sugar imports, which totaled 5 million tons in 1981, dropped to 
2,964,000 tons in 1982 because of the Government's restrictive quotas.

Sugar imports are also accounting for a smaller percentage of the total sugar 
market. In 1982, 31 percent of the sugar distributed in the United States was im 
ported, down from 46 percent a decade earlier.

Most nations received a fiscal year 1982/83 quota that was considerably smaller 
than its shipments to the Un.'^ed States in 1981.

The imposition of quotas drastically reduced the quantity of sugar most nations 
could ship to the United States. In addition, the imposition of quotas had a severe 
impact on world market prices, which for most nations is only partially compensat 
ed for by the higher prices received for shipments to the United States.

More importantly, the long-term impact of high sugar price supports is that 
demand for imported sugar will continue to decline. And the so-called "quota premi 
um" is temporary—as the world price goes up, it disappears.

The sugar exporting nations of the world represent an important market for 
American industry and agriculture. We have a favorable balance of trade with most 
of these nations.

More importantly, the prospects for expanding trade with these nations are very 
favorable.

The population of Latin America and the Caribbean is expected to increase by 
over 200,000,000 people by the year 2000. Thus, in a short 16-year span a nation the 
size of the United States will, in effect, surface south of our border.
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These nations cannot, however, buy from us if they cannot sell to us. Trade is a 

two-way street. Sugar is among a handful of products they can efficiently produce 
for export. And yet pur sugar policy prohibits them from fully exercising their com 
parative advantage in sugar production.

EUROPEAN COMMUNITY

High sugar price supports, as mentioned earlier, stimulated a tremendous in 
crease in HFCs production. This has, in turn, led to a large increase in the produc 
tion of corn gluten feed and meal, which are byproducts of the HFCs process.

Most of this corn gluten feed and meal has been shipped to the European commu 
nity. Shipments increased from 790,000 tons in 1974 to an estimated 2,800,000 tons 
in 1983.

EC officials contend that imports of corn gluten feed and meal from the United 
States have displaced EC grain sales within the EC. As a result, they contend that 
they have had to ship grain and flour to other nations, and thereby displace U.S. 
grain exports.

EC officials identify our high sugar price support, which stimulate HFCs produc 
tion, as the source of the problem. The problem wiU intensify unless there is a 
change in our sugar policy.

OTHER TRADE PROBLEMS

Just prior to the imposition of quotas, Reuters reported: "Quotas on the amount of 
sugar the U.S. imports, currently being considered by the Reagan administration, 
will make it more difficult for the U.S. to diffuse trade barriers in other countries, 
U.S. Trade Representative Bill Brock said. Answering questions after addressing the 
Newspaper Farm Editors of America, Brock said the quotas will, 'make it more diffi 
cult,' to argue against trade barriers in the European community and Japan."

Many nations did file complaints over the sugar quotas with the International 
Sugar Organization and GATT. They contended that the quotas violated the spirit, 
if not the letter, of the International Sugar Agreement.

CONCLUSION
The world economy has entered an extremely dangerous period. Economic growth 

rates are low. Many nations are running high budget deficits. Foreign exchange 
rates are distorted.

The temptation to embark on protectionist policy is great. Yet, if America is to 
continue to grow and prosper in the world market, we must not succumb to that 
temptation.

Although short-term benefits might be attractive, the long-term costs represented 
by lost market opportunities would be far greater. Rather, we must seize this oppor 
tunity to work for a more harmonious relationship with our trading partners.

The best way to begin that dialogue is to candidly face up to the contradictions 
and inconsistencies inherent in our own policies, exemplified by our policy toward 
domestic sugar production.

Sugar quotas should be eliminated.
We respectfully urge the subcommittee to adopt H.R. 3727.
Thank you.

UNITED STATES CANE SUGAR REFINERS* ASSOCIATION

Colonial Sugars, Inc., PO Box 1646, Mobile, AL
Imperial Sugar Co., Sugar Land, TX
Refined Sugars, Inc., 1 Federal Street, Yonders, NY
Revere Sugar Co., 210 Clay Avenue, Lyndhurst, NJ
Savannah Foods & Industries, Inc., PO Box 339, Savannah, GA
Supreme Sugar Co., One Shell Square, New Orleans, LA

SUGAR PRICE SUPPORTS ARE TOO HIGH

Summary
Government sugar price supports are too high, and they should be reduced. 
High sugar price supports are:
First, costing American consumers billions of dollars in higher prices, for sugar 

and sugar-containing products.
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Second, aggravating the. Budget deficit by costing the Treasury millions of dollars 

in lost revenue because of the shift from import fees to quotas.
Third, hampering Administration attempts to fight protectionism and liberalize 

world trade.
And fourth, and perhaps most importantly, pricing sugar out of the sweetener 

market and thereby reducing the demand for imported sugar to the detriment of 
the nations of Central America and the rest of Latin America and the Caribbean.

These problems will become accute unless there is a change in United States 
sugar policy.

The Administration can help the situation by supporting Congressional attempts 
to change the sugar program.

It can also help immediately by administratively reducing the so-called "market 
stabilization price" (MSP) for upcoming sugar crops.
Sugar price supports

Sugar price supports are too high, and they are pricing sugar out of the sweetener 
market.

Sugar prices provide an umbrella under which the corn sweeteners, including 
high fructose corn syrup, are priced. High sugar price supports are enabling the 
corn sweeteners to eat into sugar's traditional markets, and as a result, the demand 
for sugar has dropped at an alarming rate.

Per capita consumption of sugar dropped from 102.3 pounds in 1972 to 75.2 
pounds in 1982. During the. same period, per capita consumption of corn sweeteners 
increased from 21.1 pounds to 48.2 pounds (see table I).

Despite the decline in the demand for sugar, high sugar price supports have stim 
ulated increased plantings of sugar beets and sugarcane. USDA's July crop report 
indicates that a record sugarcane acreage will be harvested.

Sugar beet acreage is also up from 1982, and would be up even higher were pro 
ducers and processors not engaged in a major fight over dividing the excessive re 
turns the high supports generate.

The financial reports of the large corporate producers who dominate the domestic 
sugar industry indicate that supports are too high and do not, as they contend, 
merely provide a safety net to protect them from bankruptcy. The supports guaran 
tee them a profit.

Sugar price supports are far more generous than those for the major crops. For 
example, supports as a percent of production cost are as follows:

Ptrctnt
Sugar................................................................................................................................ 80
Cotton............................................................................................................................... 72
Corn.................................................................................................................................. 65
Wheat............................................................................................................................... 56
Consumers

Sugar price supports place an unfair burden upon consumers and food processors. 
They result, in effect, in a huge, hidden food tax that costs consumers billions of 
dollars in higher prices for sugar and sugar-containing products.

It is estimated that supports forced consumers to pay $550 million more for sugar 
in retail stores in the past year. And that is only the tip of the iceberg. Supports 
added an estimated $2.5 billion to the cost of sugar-containing products.

The supports are forcing American consumers to pay more for sugar than con 
sumers in practically all of the other nations of the world, including the European 
Community, which has a reputation for exceptionally high price supports (see table 
II.)
Budget deficit

Sugar price supports were set so high in the 1981 farm bill that they are totally 
incompatible with the realities of the world sugar market.

As a result, it proved difficult to "protect" the sugar program (avoid Government 
acquisition of sugar through CCC loan forfeitures) without shifting to import quotas.

The shift from import fees to quotas cost the Treasury dearly. It is estimated that 
$194 million in import fee revenue has been lost since the quotas were imposed in 
May, 1982.

High sugar price supports have also forced the Government to borrow an estimat 
ed $732 million to finance the CCC sugar loans. Although these loans do not appear 
in the Budget, they do put added pressure on financial markets.
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World trade

The sugar import quotas that the high sugar price supports have spawned are an 
embarrassment to the United States, aad at the worst possible time. The quotas are 
hampering our attempts to discourage protectionism and to liberalize world trade, 
particularly for agricultural products.

The quotas have proved to be a diplomatic and commercial nightmare.
Many nations have filed complaints over the quotas with the International Sugar 

Organization and GATT. They contend that the quotas violate the spirit, if not the 
letter, of the International Sugar Agreement.

The imposition of quotas also negated many commercial contracts that were en 
tered into earlier, at considerable loss to the sugar trade. Loopholes in the quotas 
also permitted Canadians to circumvent the program by concocting sugar mixtures. 
This problem required the issuance of a Presidential Proclamation.

In addition, the high sugar price supports have contributed, in good part, to the 
present trade dispute between the United States and the European Community.

High sugar price supports have, as mentioned earlier, stimulated a tremendous 
increase in the production of high fructose corn syrup. This has, in turn, led to a 
tremendous increase in the production of corn gluten feed and meal, which are by 
products of the HFCS process.

Most of this corn gluten feed and meal has been shipped to the European Commu 
nity. Shipments increased from 790,000 tons in 1974 to an estimated 3,800,000 tons 
in 1983 (see table III).

EC officials contend that imports of corn gluten feed and meal from the United 
States have displace EC grain sales within the EC. As a result, they have had to 
ship grain and flour to other nations, and thereby displaced US grain exports.

This problem will intensify unless there is a reduction in sugar price supports.
The sugar quotas also permit other nations, such as Japan, to resist opening mar 

kets. The Japanese point to our sugar quotas and contend that we are not sincere in 
our quest for liberalized agricultural trade.
Central America

High sugar price supports are jeopardizing the Administration's attempts to stabi 
lize the situation in Central America, and the rest of Latin America and the Carib 
bean. The United States sugar program is aetrimental to all of the developing na 
tions that ship sugar to the United States, including those in Central America.

As mentioned earlier, high sugar price supports stimulate the production of corn 
sweeteners, and thereby reduce the demand for sugar. High supports also maintain 
domestic sugar production at unrealistic levels. As a result, the major part of the 
drop in the demand for sugar has been borne by the developing nations.

United States sugar imports dropped from over 5 million tons in 1981 to less than 
3 million tons in 1982 (see table IV). Imported sugar, which accounted for 41 percent 
of US sugar consumption in 1981, dropped to 31 percent in 1982 (see table I).

The imposition of quotas drastically reduced the quantity of sugar that developing 
nations could ship to the United States. For example, the quotas established for the 
Central American nations for 1982-83 were considerably smaller than normal ship 
ments from those nations in recent years (see table V).

These nations do receive a premium for the quota sugar they ship to the United 
States. The premium is, however, temporary and will decline as the world price goes 
up.

And those nations that ship more sugar to the world market than to the United 
States suffer because our quotas depress the world price.

The alarming drop in sugar imports will continue unless there is a change in 
United States sugar policy.

There will be more trouble ahead. Sugar is more politically sensitive than any 
other commodity in Latin America. It is produced and exported from practically 
every nation south of our border. And it is a labor intensive crop.

The Latin nations cannot buy from us, if they cannot sell to us. Sugar is among a 
handful of products they can produce for export. And yet, our sugar policy prohibits 
them fully exercising their comparative advantage in sugar production.

The Administration is to be commended for promoting the Caribbean Basin Initia 
tive. The benefits of that program are not, however, going to be fully realized be 
cause of the quota restrictions of the sugar program.
Policy 

It is difficult, if not impossible, to justify the sugar policy of the United States.
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The highly inflationary and protectionist sugar program is costing consumers bil 

lions of dollars; aggravating the Budget deficit; hampering attempts to liberalize 
world trade; and jeopardizing attempts to stabilize the situation in Central America.

Ironically, all of this damage is being inflicted in order to protect a small, prosper 
ous group.

The sugar crops play a small role in the nation's agricultural and general econo 
my.

The crops are produced on less than one percent of the nation's farms—sugar 
beets are produced on less than 12,000 farms, and sugarcane on less than 2,000 
farms.

The number of farms producing sugar crops is as follows:
Sugar beets...................................................................................................................... 11,541
Sugarcane:

Florida.................................................................................................................... 131
Hawaii..................................................................................................................... 480
Louisiana.................................................................................................................. 853
Texas......................................................................................................................... 91

Less' than one percent of the nation's crop acreage is planted to the sugar crops. 
Sugar beets and sugarcane account for less than one percent of total cash receipts 
from farming.

The Administration can help rectify the inequities that permeate the sugar pro 
gram (1) by supporting Congressional attempts to change the program, and (2) by 
changing the manner in which the program is administered, particularly by reduc 
ing the so-called "market stabilization price."

PER CAPITA CONSUMPTION OF SWEETENERS
(In pounds]

1972.......................................................................
1973..................................... ................................
1974................................................. .....................
1975.....................................................................
1976.........................................................................
1977......................................................................
1978................................................................ ...
1979..........................................................................
1980...........:............................................................,
1981......................................................................
1982............................................................ .......

Imported , 
sugar

............................. ............................ 46.7

.......................................................... 45.9

.............................................................. 49.0

.............................................................. 34.4

............................................................... 39.0

............................................................... 41.5

.............................................................. 41.2

.............................................................. 41.7

............................................................. 32.5

.................... ............... ........... .............. 32.4

......................................................... 23.3

otal sugar s

102.3
100.8
95.6
89.1
93.4
94.2
91.5
89.3
83.7
79.5
752

Com 
weetener

?11?34
?51
775
?97
31?
337
3fi4
403
44 fi
48?

Source USOA.

Average retail sugar price, May 6, 1983
Dollars per kilogram

Tokyo................................................................................................................................ 1.JO
Seoul................................................................................................................................. 1.08
Washington.................................................................................................................... .97
Stockholm........................................................................................................................ .82
Rome................................................................................................................................. .81
Bonn.................................................................................................................................. .79
London............................................................................................................................. .72
Canberra......................................................................................................................... .71
Bern................................................................................................................................. .70
Ottawa............................................................................................................................. .69
Paris.................................................................................................................................. .69
Pre*iria............................................................................................................................ .58
Madrid.............................................................................................................................. .57
Brasilia........................................... ................................................................................ .35
Buenos Aires................................................................................................................... .34
Mexico City...................................................................................................................... .20

Source: USDA.
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U.S. PRODUCTION OF HIGH FRUCTOSE CORN SYRUP > AND EXPORTS OF CORN GLUTEN FEED AND
MEAL

| In thousands ol Ion: I

1974*....... ........... ...... ... ....................... .............
1975.......................... ........... ......... ....... ...... ..
1976..................... ...... ............. .......... ........... .
1977........... ................ ....... ............ .....................
1978........... ............. . ........ ............. ........ .... ..
1979...................... ........ ..... ..... ............ ......... ....
1980........... ....................... ....................... . ..... .
1981.............. ............ ..............................................
1982...................... .. ........ ..... ........... ....... ............... .....
1983 3 ......... ......... . ...... ...................................
1984 3 ............ ....... ....... ............................................

HfCS 
production

......... . ........... ................................ 320

.. . ............................................... 540

.................. ............ ............................. 780

............... .... ......................... ................. 1.050
... .................... ..................:............. ... 1,350
.................................................................... 1,680
...... .. . ................... ............................. 2,190
...... ......................................................... 2.680
..... ...... ..... ................... ... ........................ . 3.100
............................................ ......................... 3.610
... ....................... ..................................... 4,030

Gluten 
exports

79C
864

1.077
1.659
1,798
2,032
2,713
?.m
3,064
3,800
4100

1 HFCS production based upon consumption
* Gluten numbers are for October/September
-1 Estimated
Source. USDA and Schmttker Associates ,

U.S. sugar imports
Short tons, raw value

1978............................................................................................................................ 4,683,000
1979............................................................................................................................ 5,027,000
1980............................................................................................................................ 4,495,000
1981............................................................................................................................ 5,025,000
1982............................................................................................................................ 2,964,000

Source: USDA.

SUGAR EXPORTS TO THE UNITED STATES, 1977-81 AND FISCAL YEAR 1982-83 SUGAR QUOTAS
[Thousands of short tons, raw value)

1977 1978 1979 1980 1981 1982-83

Belize......... ........ ......... ...... .............
Costa Rica.... ......... ... ... . ....... .. . .......
El Salvador........... ........ .................. . ......
Guatemala............ .......... ......................
Honduras....... ......... . ...... . ..... ... .. ......
Nicaragua........... .. .... . ..... .............. .. ....
Panama................ .. . ...... . .... .. .... . ... .

Total ... . ...... . .... . .... . ... ... ....

Source. USOA.

......................... 36
........................... 95

166
301

........... .... .......... 21
..... ....................... . 120
.......................... 131

....... ......................... 870

87
78

130
156

18
108
123

700

58
80

161
171
65

122
157

814

72
68
52

219
89
63

156
711

56
82
46

224
95
80

104

687

31
4?
73

134
?ft
59
81

44ft



H.K, 3731
To extend temporary suspension of duties on certain clock radios until Sept. 30, 

1987. 
No comments were received on this bill.

H.R 3740
To suspend for a 3-year period the duty on 3-(hydroxydiphenyl-acetyl) oxy-l,l-di- 

methylpiperidinium bromide. 
No comments were received on this bill.

H.R. 3741
To suspend for a 3-year period the duty on 5H-dibem (b,f) azepine-5-propanamine, 

10,ll*dihydro-N-methyl-, monohydrochloride. 
No comments were received on this bill.

H.R. 3742
To suspend for a 3-year period the duty on hydrazone, 3-(4-methylpiperazinylimino- 

methyl) rifamycin SV. 
No comments were received on this bill.

H.R 3795
To harmonize, reduce, and eliminate barriers to trade in wine on a basis which 

assures substantially equivalent competitive opportunities for all wine moving in 
international trade.

See also comments of American Farm Bureau Federation at p. 101.

STATEMENT OF HON. JOHN PAUL HAMMERSCHMIDT, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF ARKANSAS

Mr. Chairman, I appreciate the opportunity to express my support for legislation 
being considered by your subcommittee, H.R. 3795, the Wine Equity Act of 1983.

As a representative from a wine-producing state, I'm supportive of this bill which 
has the primary purpose of encouraging the export of U.S. produced wines. Histori 
cally, there has been a substantial imbalance in international wine trade resulting 
from the easy accessibility enjoyed by foreign wines in the American market, which 
is in direct contrast to the export position of the American industry in virtually 
every existing or potential foreign wine ir.arKet.

Unlike the wine industries in many foreign nations, the U.S. wine industry re 
ceives no government aid or subsidy. The United States imposes no non -tariff obsta 
cles to the entry, distribution and sale of foreign wines. As a co-sponsor of this vital 
legislation, let me state that the intent of American wine-producers is not to protect 
the home market, but only to have their wines admitted into a foreign country on 
the same fair and equal basis as the wines of those countries admitted to the United 
States.

While the growth rate of the U.S. wine industry has slowed significantly in recent 
years, the sales of low-cost table wines imported from Europe are booming. Close to 
one-third of the growth of the wine market during the past decade has been filled 
by imported wines, which now has 26.5% of the market.

The current system is unjust. Despite the fact that American-produced wines are 
achieving worldwide recognition among wine experts, every time an American wine 
grower seeks to market his or her product abroad, they are faced with complex, re 
strictive, and prohibitive tariff and non-tariff barriers. Let me cite the following ex 
ample. In 1982, foreign wines with a value of $781 million were imported into the 
United States, while the value of U.S. wine exports amounted to only $38 million, 
resulting in a trade deficit of wine alone of $743 million or 2.1% of the entire U.S.
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trade deficit. Further, while U.S. residents consumed 122.1 million gallons of im 
ported wine in 1982, U.S. winegrowers sold merely 9.1 million gallons of wine to for 
eign markets. Almost half of that amount went to Canada.

Earlier this year, a Department of Agriculture investigation found that the Euro 
pean wine industry has been so aided by tariff and non-tariff barriers, that it is able 
to flood the American market to the detriment of unsubsidized American competi 
tion. "The European Community's wine industry benefits from an array of produc 
tion and financial incentives," the USDA report stated. "These aids, which are un 
available to the U.S. wine industry, have stimulated the production, of ordinary 
table wine, insulated producers against recurrent surpluses, and have ultimately en 
hanced the European Community's ability to achieve an expanding share of the 
U.S. wine market."

The Wine Equity Act provides the President with the authority to negotiate the 
reduction and elimination of tariff and non-tariff barriers so as to provided United 
States produced wines fair and equal access to foreign markets. Under this legisla 
tion, the President is authorized, if he finds a country refuses to reduce or eliminate 
its barriers to U.S. wine, to impose on wines imported into the United States from 
the country the same tariff and non-tariff restrictions that are applied by that coun 
try to U.S. wines when imported into that country.

I believe this legislation is needed to direct the attention of the government to the 
problems of one of the small, but important sectors r>? our economy. If the wine in 
dustry were to await another multi-lateral round of trade negotiations or the enact 
ment of reciprocitytype legislation, it is believed that, once again, wine would re 
ceive a low priority and would have to take a "back seat" to the problems of our 
Nation's "smokestack" industries. The wine industry does not have similar prob 
lems. As a matter of fact, wine growers use some of the most modern and efficient 
equipment in the world. If given fair market conditions, such as equal tariffs, non- 
tariff barriers and the elimination of subsidies, the U.S. industry undoubtedly will 
prove itself as more competitive than other wine producing nations.

The U.S. wine industry is dependent on the consumer and continually strives to 
improve its product without an increase in price. It is not looking for protection of 
its home market, but is only concerned about achieving the opportunity to export its 
product world-wide and has no desire to restrict availability of imports in the Amer 
ican market-place. I therefore, strongly urge my distinguished colleagues to support 
this vital legislation.

STATEMENT OF REX D. DA vis, PRESIDENT, NATIONAL ASSOCIATION OF BEVERAGE
IMPORTERS

POSITION ON H.R. 3795, WINE EQUITY ACT
I am Rex D. Davis, President of the National Association of Beverage Importers, 

hereafter NABI. My office address is 1025 Vermont Avenue, N.W., Washington, DC. 
NABI is the national trade association representing importers of wine, spirits and 
beer. Its membership comprises over 100 importing companies.

My remarks on behalf of the members of NABI are directed to H.R. 3795, the 
Wine Equity Act. NABI is firmly committed to the principle of free trade and ac 
tively works toward the elimination or prevention of barriers to international com 
merce. Thus, we endorse the principle behind the Wine Equity Act, but have serious 
reservations concerning the sectoral reciprocity which is the framework of the pro 
posed legislation.

Enactment of H.R. 3795 would establish a dangerous precedent for the United 
States Congress and could result in a large number of petitions for special treat 
ment by other industries. We find it significant that this view is shared by the 
Office of the United States Trade Representative. In a letter dated October 13, 1983, 
addressed to Chairman Sam Gibbons of this Subcommittee, U.S. Trade Representa 
tive Ambassador William E. Brock stated:

"The Administration has consistently opposed legislation mandating bilateral or 
sectoral reciprocity such as that envisaged by this bill. If the principle of sectoral 
reciprocity were to become a guiding principle in international trade and trading 
nations aimed at balancing benefits on a sectoral basis, we believe the result would 
be to restrict trade, rather than expand it, particularly if importing countries adopt 
ed differential treatment depending on the source of imports."

In a July 12 "Dear Colleague" letter by the principal sponsors of this legislation, 
the attention of other members of Congress was directed to the imbalance in the 
U.S. wine trade:



164
"In 1982, foreign wines with a value of $781 million were imported into the U.S. 

while the value of U.S. wine exports amounted to only $38 million. This resulted in 
a trade deficit for wine alone of $743 million—2.1% of the entire trade deficit."

NABI shares the concern over an unfavorable U.S. trade balance, but the problem 
of trade deficits must be approached on a country-by-country basis rather than on a 
commodity-by-commodity basis. Isolation of the wine trade deficit ignores the larger 
and controlling consideration of overall merchandise trade balances. The $743 mil 
lion wine traoe deficit which the U.S. encountered in 1982 becomes insignificant 
when viewed in the perspective of the total merchandise trade picture with coun 
tries which are the principal exporters of wine to the United States. Statistics show 
that in 1982, 57.6% of all wines imported into the United States came from Italy 
and 16.7% came from France. This means that almost 75% of wine imports into the 
United States came from these two countries.

France and Italy are among the United States most valued trading partners. Last 
year, in terms of merchandise trade, France purchased $1.565 billion more than it 
sold to the U.S. Similarly, Italy purchased $685 million more than it sold to the U.S. 
Adding just these two countries together, there is a balance of trade in favor of the 
U.S. of over $2.2 billion. It should be obvious that tampering with such a favorable 
trade balance by way of a sectoral approach to wine trade would further jeopardize 
pur already-precarious trade balance. Sectoral reciprocity among nations often sets 
in motion forces of retaliation, and it is possible that reducing a $783 million trade 
deficit in the wine sector could also erode a favorable trade balance of over $2 bil 
lion in the overall merchandise category with the two largest wine-exporting coun 
tries. _ _

The sectoral reciprocity of the Wine Equity Act would go well "beyond country-by- 
country retaliation. Sec. 3(1) of the bill defines the term "designated major trading 
country" to include "a group of countries represented as an economic union." For 
the application of sectoral reciprocity, this definition paves the way for dealing with 
the entire European Economic Community as one entity. The status of the trade 
balance between the U.S. and the EEC become much more important than the trade 
balances between the U.S. and Franca, or between the U.S. and Italy. In 1982 for 
instance, U.S. merchandise trade with the entire European Economic Community 
produced a favorable balance of trade for the U.S. of $5.4 billion.

Sec. 4(b) of the Act sets forth the basic mechanism for sectoral retaliation:
"If a country does not provide harmonization to United States-produced wine 

within one hundred and eighty days after the country's designation as a designated 
major trading country to the tariff and nontariff barriers the President shall impose 
on wine imported from that country tariff and nontariff barriers equal or substan 
tially equivalent to the tariff and nontariff barriers applied by that country to 
United States wine."

Even if a country could provide satisfactory harmonization under the foregoing 
section, it could not be accomplished within one hundred and eighty days! It takes 
at least this much time to arrange for negotiations. The Congress has recognized the 
need for adequate time to conduct negotiations in its various trade laws, and has 
allowed a minimum of five years for negotiations.

Another weakness in the Wine Equity Act is its ineffectiveness in gaining access 
for U.S. wines in markets of non-wine-producing countries. The Act attempts to ad 
dress this problem with the following language:

"The President shall also direct the United States Trade Representative to con 
duct negotiations with designated major trading countries which do not export wine 
to the United States so as to seek elimination of all tariff and nontariff barriers of 
such countries to the importation of the United States wine."

It is obvious, however, that the limited sectoral approach will have little effect in 
achieving reciprocity in such non-wine/producing countries as Canada, Japan and 
Venezuela which are frequently cited as denying access to U.S. wines. Broader nego 
tiating authority is required to obtain market access in these and other non-wine- 
producing countries.

A further undesirable aspect of the Wine Equity Act is its predictable political 
impact on the ongoing wine negotiations between the Commission of the European 
Communities and the United States. On July 26, 1983, less than two weeks before 
the introduction of tht Wine Equity Act, a Wine Accord was entered into between 
the EEC and the United States. The accord contained agreements in the wine sector 
and pledged continuing negotiations to eliminate trade barriers. We understand 
that U.S. representatives .are in Brussels this week to coordinate administrative ac 
tions with EEC officials in implementation of the Wine Accord. The enactment of 
sectoral reciprocity legislation will certainly jeopardize progress in the elimination 
of trade barriers in the wine area.
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The administration's position in support of free trade and in opposition to sectoral 
reciprocity is set forth by the Subcommittee on International Economic Policy and 
Trade:

"Fair and equitable market opportunities for U.S. exporters, investors, and serv 
ice industries has been and will continue to be a goal of this Administration. We 
must continue to do this within the context of our overall policy and our interna 
tional obligations. This does not mean that the trading system is perfect, or that we 
should never question or seek to improve any provisions of our international obliga 
tions. However, we must avoid a distorted use of reciprocity that could undermine an 
already vulnerable multilateral trading system, trigger retaliation abroad, and fur 
ther deprive the United States of export opportunities and erode, if not eliminate, 
our role as the world leader in liberalizing international trade." (Italic supplied.)

We submit that the Wine Equity Act is exactly the type of "distorted use of reci 
procity" criticized by the United States Trade Representative in the above testimo 
ny. NABI has consistently supported the extension of the President's trade author 
ity under Section 124 of the Trade Act of 1974. The absence of such authority is 
among the Congressional findings of the Wine Equity Act in Section 2(aX5) where it 
is stated: "The authority cf the President under the Trade Act of 1974 to negotiate 
reductions in trade barriers has expired." We have made our position known to the 
House Ways and Means Committee in support of H.R. 4761 which would have ex 
tended the President's negotiating authority for two years. The California Asocia- 
tion of Wine Grape Growers has also supported H.R. 4761 for the specific purpose 
that:

The use of extended authority for negotiations of barriers to the export of U.S. 
alcoholic beverages be given the highest priority. Although there are many possible 
uses for the extended authority, only one use is mandated by Section 854 of the 
Trade Agreements Act of 1979.

Rather than addressing the fundamental problem of providing the President with 
authority to negotiate the elimination of trade barriers on a multilateral basis, the 
Wine Equity Act would take a provincial approach in correcting the trade disparity 
in wine.

On September 27,1983 the House Ways and Means Committee adopted the multi 
lateral negotiating approach to trade reciprocity by favorably reporting out the Re 
ciprocal Trade and Investment Act of 1983. The Committee inserted an amendment 
to the bill at Sec. 7 which would provide limited negotiating authority for the Presi 
dent to enter into trade agreements with foreign countries. In explanation, page 19 
of the House Report states:

"At the present time, the President does not have authority to enter into trade 
agreements providing for modifications in U.S. rates of duty. Limited residual tariff 
authority under section 124 of the Trade Act of 1974 expired on January 3, 1982. 
The Committee believes that provision of tariff authority is necessary to enable the 
President to obtain reductions in foreign tariff or nontariff barriers which restrict 
U.S. exports and to reduce disparities resulting from foreign tariffs higher than U.S. 
tariffs on the same product. This authority would also be an appropriate tool to 
carry out negotiations mandated under section 854(c) of the Trade Agreements Act of 
1979 to obtain reduction or elimination of foreign barriers to U.S. exports of wine 
and other alcoholic beverages."

NABI submits that granting negotiating authority to the President represents a 
proper answer to the problems of tariff and nontariff barriers affecting wine. In 
short, it would open up the door to multilateral negotiations and avoid the pitfalls 
of the sectoral approach.

STATEMENT OF JAMES TREZISE, PRESIDENT, NEW YORK WINE COUNCIL, INC.; ALSO ON 
BEHALF OF NEW YORK STATE WINE GRAPE GROWERS, INC., AND NEW YORK ASSO 
CIATION OF WINE PRODUCERS
The New York Wine Council, Inc. was formed on June 1, 1983 as a nonprofit cor 

poration to serve as an umbrella organization for the New York State Wine Grape 
Growers, Inc. and the New York Association of Wine Producers. Total membership 
includes 252 winegrape growers, 36 wine producers, and 103 others with a business 
or personal interest in New York State's grape and wine industry.

Grape growers and wine producers affiliated with the Wine Council employ ap 
proximately 4,000 people; generate annual gross sales of about $200,000,000; and pay 
Federal and State excise taxes exceeding $20,000,000. The wine producers affiliated

30-600 0-85-12
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with the Wine Council account for more than 90 percent of the grapes purchased 
and wine produced in New York State.

New York's grape growers and wine producers are more adversely affected by 
unfair international trade practices than their counterparts in any ether state. New 
York is the nation's second largest wine-consuming state in terms of total volume, 
and thus a prime target for both European and California producers. The result is 
an intense market squeeze for New York's vintners, particularly since foreign pro 
tectionism virtually precludes the export of California wines.

New York's grape industry has entered a financial crisis. According to a study 
conducted by the New York State Wine Grape Growers, Inc., the typical grower 
earned a net income of $192.00—or 9 cents per hour—in 1981. The situation has de 
teriorated even further since then, especially in 1983 when grape prices declined 
while production costs continued increasing. It is reasonable to expect that one out 
of seven grape growers in New York State will go out of business in the next 12 to 
18 months unless the market situation improves.

New York's wine producers have been adversely affected as well. The U.S. market 
share of New York-produced wines has been severely eroded by the tremendous 
influx of foreign wines, most of which come into New York harbor. About 55 per 
cent" of all wine consumed in the metropolitan New York City area is imported—a 
higher percentage than any other city in the U.S.

Consistent with our nation's overall economic philosophy, the United States im 
poses fewer trade barriers on wine than almost any other nation. However, Ameri 
can-produced wines are essentially embargoed by most other nations through a vari 
ety of protectionist measures from unreasonable tariffs to quantitative restrictions 
and reference price systems. The result is a one-way street in the international wfne 
trade, with New York being the ultimate destination.

Grape and wine production in the United States is technologically sophisticated, 
economically efficient, and of world-class status in terms of wine quality and value. 
The wines being made from coast to coast are products of which America can and 
should be proud, and which could attract an international market if given the op 
portunity. Today, that opportunity is precluded by a complex maze of tariff and non- 
tariff barriers in the international wine trade.

In 1982, the U.S. incurred a net wine trade defict of $743,000,000. In terms of 
dollar value, the wine import-export ratio was about 20-to-l overall, and far more 
than 100-to-l with the European Economic Community—which accounts for nearly 
all U.S. imports.

The Wine Equity Act of 1983 seeks to harmonize, reduce and eliminate trade bar 
riers in the international wine market. This would provide American wine produc 
ers the opportunity to compete on a more equitable basis, and to penetrate new 
international markets.

Its immediate importance for New York vintners would be in helping to relieve 
the intense market squeeze by European and California producers, by giving the 
latter an expanded market base. Over time, it is likely that New York vintners 
would engage in the export trade as well.

The philosophical principle underlying The Wine Equity Act is that of free and 
fair trade. The practical implications are that it will give American producers new 
markets and a more equitable competitive environment; and that it will help cor 
rect the enormous arid artificially.created U.S. wine trade deficit.

For both philosophical and practical reasons, the New York Wine Council strong 
ly supports The Wine Equity Act, and urges prompt and favorable consideration by 
the Congress.



H.R 3817
To apply for a 5-year period a lower rate of duty on ethyl and methyl parathion. 
No comments were received on this bill.

H.R 4035
To suspend temporarily the duty on a certain chemical intermediate. 
No comments were received on this bill.

H.R. 4218
To extend duty-free treatment to Mtta-toluic acid (MTA). 
No comments were received on this bill.

H.R, 4223
To suspend for a 3-year period the duty on 4-0-beta-D-Galactopyranosyl-D-fructose. 
No comments were received on this bill.

H.R. 4224
To suspend for a 3-year period the duty on nicotine resin complex. 
No comments were received on this bill.

H.R 4225
To suspend for a 3-year period the duty on an iron dextran complex. 
No comments were received on this bill.

H.R 4232
To amend the Tariff Schedules of the United States to clarify the classification of 

any naphtha described as both a petroleum product and a benzenoid chemical.

STATEMENT OF LARRY D. LINDLEY, BEAUMONT OIL, INC.
Mr. Chairman, members of the subcommittee, I am Larry D. Lindley, General 

Manager of Feedstock Trading for Beaumont Oil, Inc. (Beaumont Oil). Beaumont Oil 
is a small and independent gasoline producer that manufactures gasoline by upgrad 
ing lower value hydrocarbon mixtures with higher octane blendstocks such as cata 
lytic naphtha, platformate or reformate and pyrolysis gasoline. Beaumont Oil sup 
ports the enactment of H.R. 4232, introduced by Congressman Jack Brooks, which 
will amend the Tariff Schedules of the United States to eliminate a technical prob 
lem. This will provide domestic gasoline producers with access to these vital blend- 
stocks from foreign sources.

Classification of gasoline blendstocks as benzenoids
Currently, the United States Custom Service (Customs) classifies certain imported 

hydrocarbon mixtures, commonly utilized as gasoline blendstocks by the domestic 
petroleum industry, as benzenoid compounds, rather than as petroleum products. 
The foreign petroleum products used most frequently in the production of gasoline 
that are now often classified by Customs as benzenoid compounds are (1) catalytic 
naphtha, (2) platformate or reformate, and (3) pyrolysis gasoline. These blendstocks 
are produced generally by cracking or reforming refining processes, which also re 
sults in the formation of benzenoid chemicals. Because of this benzenoid chemical 
contents, Customs attempts to classify these blendstocks as benzenoid compounds, 
whereas otherwise the blendstocks would be classified by Customs either as motor 
gasoline or, if the products do not satisfy the specifications for gasoline, as naphtha.
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Duty Levels Vary Widely Depending on Classification

Motor gasoline is subject to a Customs duty of $.0215 per gallon or $.525 per 
barrel, while naphtha is subject to a duty of $.0025 per gallon or $.105 per barrel. 
Benzenoid compounds are subject to a much higher duty of 17.3 percent ad valorem 
plus $.011 per pound. Thus, the duty as benzenoid compounds will be approximately 
$.22 per gallon, or in the range of $8.00 to $9.00 per barrel.

Congressionally Mandated De Minimis Benzenoid Threshold
Headnote 1 to Schedule 4, Part 10 of the Tariff Schedules of ths United States 

Annotated (TSUSA), 19 U.S.C. § 1202 (Headnote 1), which covers "Petroleum, Natu 
ral Gas, and Products Derived Therefrom," states that Part 10 does not apply to any 
"fuel oils, motor fuel, and lubricating oils and greases, containing by weight more 
than 25 percent of any product" described in Schedule 4, Part 1 of the TSUSA relat 
ing to "Benzenoid Products and Chemicals." Thus, Congress appears to have adopt 
ed in the TSUSA a de minimis threshold of 25 percent of any single synthetic or 
naturally occurring benzenoid product that must be exceeded in order for a mixture 
of hydrocarbons that otherwise meets the specifications for a fuel oil, motor fuel or 
lubricating oil or grease to be properly classifiable by Customs as a benzenoid prod 
uct. Catalytic naphtha, reformate and pyrolysis gasoline almost invariably would 
not exceed the de minimis level of 25 percent of any single benzenoid product.

Inconsistent Administrative De Minimis Level for Synthetic Benzenoids
While a petroleum product meeting Customs specifications for motor gasoline is 

classified as such regardless of the level of any single benzenoid product, Customs 
nevertheless routinely classifies gasoline "omponents, such as catalytic naphtha, re- 
formate and pyrolysis gasoline that do not meet motor gasoline specifications, as 
benzenoid products bj the application of a de minimis threshold of 2Vz to 5 percent 
by weight for all (rather than any single) dutiable benzenoid products. Although 
Headnote 1 appears to apply the de minimis threshold of 25 percent only to motor 
fuel, fuel oils and certain other products, a 2Vz to 5 percent de minimis threshold for 
synthetic benzenoids has been adopted administratively by Customs, which is at 
variance with the 25 percent level indicated by Congress. Indeed, as a Customs offi 
cial has informally opined, it appears that Congress expressly applied the 25 percent 
de minimis level only to fuel oils, motor fuel, and lubricating oils and greases be 
cause these were the only products that may have contained dutiable benzenoids 
when these provisions of the TSUSA were enacted many years ago due to the ab 
sence of offshore petroleum cracking and reforming capacity at that time.

Unsuitability of Gasoline Blendstocks for Use as Benzenoids
Additionally, this 2'/z to 5 percent de minimis threshold is inappropriate because 

the benzenoid chemicals contained in these blendstocks can be commercially utilized 
only in the production of gasoline. The synthetic benzenoid products contained in 
gasoline components are neither integral to the character of these components nor 
sought by a domestic gasoline producer in the acquisition of these components, but 
are only by-products by petroleum reforming or cracking that cannot be economical 
ly extracted for any of the possible higher value chemical uses.

Classification of certain foreign blendstocks as benzenoid chemicals effectively 
prevents the importation of these vital gasoline components thereby precluding the 
domestic refining industry from producing a optimal product slate. This, in turn, 
reduces the gross national product, since the reduced value of domestic petroleum 
product output is not offset by any corresponding increase in receipts to the United 
States Treasury. Indeed, since there are-no imports of these products at these high 
tariff rates, the enactment of H.R. 4232 will not have any adverse Federal revenue 
impacts. To the contrary, the enactment of H.R. 4232 will increase the duty receipts 
because it will permit the importation and payment of duties of gasoline blendstocks 
that currently cannot be imported due to their classification as benzenoid chemicals.

Beaumont Oil appreciates the Subcommittee's attention to this pressing problem 
afflicting domestic gasoline producers that would be remedied by the enactment of 
H.R. 4232. Thank you for the opportunity to provide testimony in support of this 
legislation.
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STATEMENT OF C. SCOTT KIRK, THE LOUISIANA LAND & EXPLORATION Co.

Mr. Chairman, Members of the Subcommittee; I am C. Scott Kirk, Liquids Mar 
keting Representative of The Louisiana Land and Exploration Company (LL&E). 
LL&E supports the enactment of H.R. 4232 introduced by Congressman Jack Brooks 
to remedy a technical classification problem that now pragmatically precludes the 
importation of vital gasoline blending components containing certain benzenoid 
chemicals.

The high duty levels resulting from the United States Customs Service (Custonvjj) 
classification of important gasoline components as benzenoid products now effective 
ly precludes the importation of products necessary for upgrading the nation's refin 
ery output. Identical high octane gasoline components that are produced domestical 
ly generally are not available. Thus, these vital gasoline components must be ob 
tained by domestic sn all and independent gasoline producers from foreign sources. 
When the duties make these components prohibitive to import, the foreign souces 
simply export finished product to the U.S., which is detrimental to our balance of 
payments.

If Customs did not classify the imported gasoline blendstocks as benzenoid prod 
ucts, they would be classified by Customs as either naphtha or motor gasoline de 
pending on whether they satisfy the specifications for gasoline contained in ASTM- 
D439. In general, products of this type that do not satisfy the specifications for gaso 
line are classified by Customs as naphtha.

Motor gasoline is subject to a Customs duty of $0.125 per gallon or $.525 per 
barrel, while naphtha is subject to a duty of $.0025 per gallon or $.105 per barrel. 
Benzenoid compounds are subject to a much higher duty of 17.3 percent ad valorem 
plus $.011 per pound. Thus, the duty will increase to approximately $.22 per gallon, 
or in the range of $8.00 to $9.00 per barrel, as a result of the application of the high 
benzenoid chemical duty. Based on the similar use of these imported blendstocks, 
however, the naphthas containing benzenoid chemicals should be subject only to the 
duty payable on imported naphtha that does not contain benzenoid chemicals.

In the absence of corrective legislation such as H.R. 4232, the increase in the 
duties payable to Customs due to the classification of certain gasoline blendstocks as 
benzenoid products will continue to prohibit the importation of these imported pe 
troleum products. As a result, U.S. refineries, especially those configured to process 
more plentiful, low quality crude oil that is less costly to our nation, are unable to 
obtain those gasoline components needed to optimize their product slates. Replace 
ment volumes are not available domestically because U.S. refiners generally utilize 
their own output of these products internally. Thus, domestic refiners are precluded 
from optimizing the value of their product output, which in turn reduces their po 
tential contribution to the gross national product.

Ironically, fin. tied gasoline can thus be imported at a lower cost than the compo 
nent ingredient*.. Thus, the classification of these foreign source gasoline compo 
nents as benzenoids inevitably results in the importation of greater volumes of fin 
ished gasoline at a higher price. The importation of gasoline priced higher than gas 
oline components not only exacerbates the nation's balance of payments deficit, but 
also will deprive the United States of the value added, tax and employment benefits 
attributable to the domestic, rather than foreign, production of gasoline without any 
offsetting benefits.

In conclusion, therefore, we respectfully request that the importation of certain 
gasoline blendstocks containing benzenoid chemicals be permitted by the enactment 
of H.R. 4232. LL&E appreciates this opportunity to present its views in support of 
H.R. 4232.



H.R. 4255
Providing for a reduction in the duty on certain fresh asparagus. 
See also comments of American Farm Bureau Federation at p. 101.

STATEMENT OF HON. BILL FRENZEL, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF MINNESOTA

Mr. Chairman, J would like to submit testimony in favor of my bill, H.R. 4255, 
reducing the duty in the off season on fresh asparagus imports. Realizing the sensi 
tivity of the domestic asparagus growers to this kind of legislation, it was my intent 
to draft it as narrowly as possible. The bill reduces the current 25% ad valorem 
duty on fresh asparagus to 5% only during the September 15-November 15 period 
when there is no domestic production of fresh asparagus. To further narrow the bil\, 
we have prohibited the 5% ail valorem duty for the off season from being applied to 
any asparagus other than that air freighted into this country. This would keep the 
price high and not encourage any importer to establish domestic consumer prefer 
ence on imports of fresh asparagus at any tariff.

I understand that there is little, if any, processing capability for asparagus in this 
country. However, if any i? contemplated, my bill also serves to discourage huge 
import volumes during thf off season for use in processing, since the costly air 
freight stipulation would act as a deterrent.

The intent of the bill is only to provide consumers with asparagus in the off 
season. It dees not intend to tike away any market served by the domestic growers, 
nor do I believe that it will at any point accomplish that.

STATEMENT OF WIIAIAM P. DEPAOU, GENERAL MANAGER, CALIFORNIA ASPARAGUS
GROWERS' ASSOCIATION

My name is William P. DePaoli and I am the General Manager of the California 
Asparagus Growers' Association, 1850 West Charter Way, Post Offire Box 1762, 
Stockton, California, 95201.

The Association is strongly opposed to the passage of H.R. 4255 relating to the 
tariff rate of fresh asparagus shipped by air during the September 15 through No 
vember 15 period, for a number of reasons, including the extremely detrimental 
effect it would have on the domestic asparagus industry.

Many years ago the production of asparagus began to decline due to foreign com 
petition. On the other hand, foreign production has steadily increased. Our fcveigr> 
competitors enjoy cheap labor costs and since the cultivation of asparagus vj' labor 
intensive, they are virtually driving the domestic producers to terminate asparagus 
production, thereby resulting in losses of domestic employment.

The present tariff rates to some extent, albeit small, offset the meager/labor costs 
of the foreign producers. The Association's position is that the present,:ates, howev 
er, do not provide adequate protection and in fact should be increased/

We understand that it has been erroneously said that the reducer' duty period of 
September 15 to November 15 would be at a time when domestic producers are not 
marketing fresh asparagus. To the contrary, growers in the Saci/amento-San Joa- 
quin Delta and the Imperial Valley areas of California produce,^* harvest, and sell 
asparagus during the September 15 through November 15 period, In fact, the very 
reason for production and marketing by the Delta growers during the subject period 
is in an attempt to alleviate the problem of Spring oversupplyf resulting from in 
creased Spring imports from foreign producers. During the 198;* season it is the in 
tention of Delta growers to increase the Fall production and parketing of aspara 
gus. ;

Thus, it is simply untrue that a reduction in duty during /'all has no impact on 
domestic producers. Reducing the Fall duty will, in effect, derive domestic produc 
ers of any opportunity to alleviate or mitigate the damaging effect of Spring im 
ports. /

(170)
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It has also been said that since the proposed tariff on fresh asparagus would apply 

only for costly air shipments, the amount of asparagus imported in such manner 
would somehow be insubstantial. That is a proposition unsupportable by fact. First 
of all it should be recognized that it would be foolhardy to even attempt to ship 
fresh asparagus fram any foreign producer, other than perhaps Mexico, to the 
United States by any method other than air since asparagus decays very rapidly. In 
fact, even domestic producers use air shipping. Thus, the limitation of the proposed 
tariff to shipments by air is in reality no limitation at all. In fact, we can safely 
predict that in order to take full advantage of the proposed tariff revision, virtually 
all asparagus from foreign producers other than Mexico will be shipped in large lots 
to reduce air shipping costs. Moreover, it would behoove even Mexican producers to 
take advantage of short distance air shipping costs tc obtain the duty savings while 
at the same time they can increase the length of time to market the product before 
it decays. We understand that Mexican imports will be increasing next year by 
about 50% over 1983 imports, thus exacerbating the problems of domestic growers. 
We can only surmise that the ultimate design of the instant bill will be to guaran 
tee the final demise of domestic asparagus production.

It should further be noted that the instant bill is clearly a special interest meas 
ure which can and will lead to further special requests for reduction in duties, both 
on asparagus and other items as well. The thirst of foreign producers for reduction 
in duties, and their concomitant increase in profits, will not be quenched by the pro 
posed reduction. In fact, passage of the instant bill will encourage further requests, 
in a sense, passage of the instant bill would be tantamount to opening "Pandora's 
Box". Furthermore, passage of the instant bill would reduce federal revenues which 
are already inadequate. At the same time the subject bill would contribute to an 
increase in federal expenditures since the bill would make it necessary for federal 
employees to determine whether a particular shipment is qualified for entry at the 
reduced duty rate.

Finally, and perhaps most importantly, some consideration should be given to the 
employees in the domestic asparagus industry who bear the loss of jobs when domes 
tic producers are driven to the cultivation of other crops. Since the cultivation of 
asparagus is labor intensive, most other crops do not require anywhere near as 
many employees. In addition, the cultivation of asparagus provides work during pe 
riods of the year when other agricultural employment is simply unavailable.

In conclusion, the California Asparagus Growers' Association is strongly opposed 
to the bill and respectfully requests that the above be given careful consideration. In 
the event the committee desires any information that the Association might have or 
desires a response to any specific questions, I will be happy to respond to the best of 
my ability. '

Thank you.

STATEMENT OF WIUJAM G. PHILLIPS, CHAIRMAN AND CHIEF EXECUTIVE OFFICER, 
INTERNATIONAL MULTIFOODS CORP.

Mr. Chairman and members of the Subcommittee on Trade, we appreciate this 
opportunity to strongly urge your favorable consideration, of H.R. 4255.

Upon enactment of this bill the present duty of 25 percent of the ad valorem 
valn'e of fresh asparagus imported by air would be reduced to 5 percent during the 
60-'day period from September 15 to November 15.
''The effect of the bill would be to reduce the cost of fresh asparagus to United 

States consumers. In our opinion, the affect on our domestic asparagus producers 
'would be negligible.

International Multifoods Tiading Operations are one of several businesses that 
seek to meet the consumers demand for fresh asparagus during the time when fresh 
domestic asparagus is virtually unavailable.

During the period of time in question—September 15 to November 15—only ap 
proximately two percent (or roughly 1.5 million pounds) of the total annual domestic 
supply of fresh asparagus is available to cur consumers, according to the Supply 
Guide of the United Fresh Fruit and Vegetable Association.

According to Commerce Department data, from September loth to November 
15th, 1982, less than 134,000 pounds of fresh asparagus was imported from six coun 
tries other than Canada and Mexico, these latter two relying on lower cost ground 
transportation. During that period in 1982, Multifoods imported by air approximate 
ly 25,000 pounds of fresh asparagus from Chile.
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In our judgment, we came nowhere near satisfying the consumer demand for 

fresh asparagus in 1982. And this year, due to adverse weather in Chile which sub 
stantially reduced supplies, we were even less able to keep up with demand.

Because we ship our product by air, to guarantee the highest quality fresh aspara 
gus to consumers, our costs are high. So high in fact, that even if we were entering 
the product duty free, the price to consumers would be well above that of domestic 
asparagus. Our principal concern is that the already unavoidably high price of our 
product to the consumer is being unduly further increased by the current 25 percent 
duty.

In circumstances such as those addressed by H.R. 4255, where there is essentially 
no competition with domestic producers, we believe narrowly defined relief from our 
unusually high duty is warranted for 60 days each year.

Adjusting the rates of duty on fresh asparagus shipped by air during the 60 days 
in question will insure that consumer demand for high quality fresh asparagus is 
met at the lowest possible cost.

Reducing the cost to consumers of imported fresh vegetables during periods of 
limited domestic availability is not without precedent.

Rates of duty under the United States tariff schedule vary significantly depending 
on the date of entry for at least seven vegetables including: tomatos; cauliflower; 
cucumbers; lettuce; celery; eggplant; and lima beans.

Similarly, fresh asparagus enters Canada duty free, except during the approxi 
mately eight weeks when the domestic crop is available. We became acutely aware 
of the disparity between our tariff schedule and that of our Northern neighbors this 
year, when we saw a significant amount of the limited Chilean crop diverted to Ca 
nadian importers.

In conclusion, we ask your support for H.R. 4255 as a means of reducing the cost 
to consumers of a product—air freighted fresh asparagus—during the limited time 
that demand exceeds domestic availability.

Thank you for your consideration.



H.R. 4296
To amend the Tariff Schedules of the United States to establish equal and equita 

ble classification and duty rates for certain imported citrus products. 
See American Farm Bureau Federation comments at p. 101.

H.R. 4316
To amend the Tariff Act of 1930 regarding same condition drawbacks and same 

kind and quality drawbacks, and for other purposes.

STATEMENT OF HOWARD J. HENKE, EXECUTIVE DIRECTOR, NATIONAL COMMITTEE ON 
INTERNATIONAL TRADE DOCUMENTATION

The National Committee on International Trade Documentation (NCITD) is a 
non-profit, privately financed, membership organization consisting of over 250 
member companies dedicated to simplifying and improving international trade docu 
mentation and related practices and procedures. The membership includes manufac 
turers, exporters, importers, carriers of ail modes, banks, insurance companies, 
freight forwarders and customhouse brokers, trade associations, port authorities and 
others.

NCITD's technical committees include one dealing with duty drawback. That com 
mittee maintains regular liaison with the U.S. Customs Service and in concert with 
the Service attempts to resolve issues of significance. One such issue which has been 
addressed by Customs and the NCITD Drawback Committee has been determined to 
require a legislative solution and is now treated by H.K. 4316. This bill seeks to 
amend the Tariff Act of 1930 by permitting the privilege of substitution under the 
provisions of same condition drawback.

The background of the subject is as follows: Section 313 (j) of the Tariff Act of 
1930 (19 U.S.C. 1313(j)) provides in part:

"(j) Same condition drawback—(1) If imported merchandise on which was paid 
any duty, tax, or fee imposed under Federal law because of its importation—

"(A) is, before the close of the three-year period beginning on the date of importa 
tion—

"(i) exported in the same condition as when imported, or—then upon such expor 
tation ... 99 per centum of the amount of each such duty, tax, and fee so paid 
shall be refunded as drawback.''

SIMILARITY BETWEEN 313 (A) AND 313 <J>

Section 313(j) is similar to section 313(a) in that imported merchandise must be 
exported, 313(j) drawback being applicable to export of the imported merchandise in 
its same condition and 313(j) drawback being applicable to export of the imported 
merchandise in pn article resulting from a process of manufacture.

In either case an importation and subsequent exportation of the imported mer 
chandise takes place, subject further to the requirements of other drawback regula 
tions.

SECTION 313 (A) NOT APPLICABLE TO ALL MANUFACTURING SITUATIONS

Experience showed that section 313(a) imposed a burden on otherwise legitimate 
drawback claimants in those situations where both duty-paid and non-duty paid or 
domestic merchandise stocks (of the same kind and quality) were maintained. If the 
merchandise from both sources was commingled, or unless proof could be furnished 
that imported merchandise was actually used in the manufacture of the resulting 
exported article, drawback was denied and honest drawback claims had to be given 
up.

(173)
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SECTION 313 <B>— MANUFACTURING DRAWBACK SUBSTITUTION

A legislative remedy, first applicable to specified commodities and later made ap 
plicable to all commodities, was provided by section 313(b), Tariff Act, 1930. It pro 
vides for the use of duty-free or domestic merchandise in the manufacture of arti 
cles for exportation, notwithstanding the fact that none of the imported merchan 
dise may actually have been used in the manufacture or production of the exported 
article.

In the interest of efficiency, manufacturing firms frequently find it advantageous 
to commingle imported and domestic merchandise of the same kind and quality 
(which is to say fungible) while in storage. Having been commingled, such merchan 
dise would lose its identity as to origin.

The merchandise in those stores is drawn upon for use in production without 
regard to its origin. Such merchandise is eligible for drawback under the aforemen 
tioned section 313(b) even though the article being exported may contain domestic 
merchandise upon which the drawback is being claimed.

MANUFACTURING ALSO EXPORT IN THE SAME CONDITION

Efficiency also requires that the same storage location be drawn upon for mer 
chandise to be exported in its same condition. Such merchandise would generally be 
exported to supply other manufacturing operations or to provide field spare parts. 
In such cases it would have come into the United States initially for one or more of 
the following reasons:

1. Landed cost reductions applicable to consolidated orders placed on foreign ven 
dors. Those reductions would be related to lower unit costs of production, transpor 
tation and packaging (for containerized shipments).

2. Consolidation of quality control work to insure product aherence to high per 
formance standards (particularly important to high technology companies).

3. Reduction of field support costs resulting from centralized warehousing and au>- 
tribution. Inventory and transportation costs are favorably reduced as well.

The sum of these conditions is to insure high quality support at the most favor 
able price, thereby putting United States experts iri the best possible competitive 
position on world markets.

Merchandise withdrawn from commingled com.rK-i si<irc containing both foreign 
merchandise and domestic merchandise ie d*?sm«a by Customc as not eligiHe for 
same condition drawback under sector- 13l8(j- because, it is reasoned, the merchan 
dise actually being exported might not be duty paid merchandise.

BOTH THE UNITED STATES AND ITS EXPORTERS BENEFIT

United States commercial activities related to import/export operations, as «-eil 
as the United States itself, benefit from the importation of merchandise which ..ay 
be exported in its same condition. Those same benefits accrue even though the 
export may be domestic merchandise which has been used in lieu of the imported 
merchandise. The benefits are the same ones detailed in testimony by NCFFD repre 
sentatives before the Subcommittee on Trade of the House of Representatives, Com 
mittee on Ways and Means in support of H.R. 5464 on March 17, 1880 (later made a 
part of H.R. 5047, the legislation which amended section 318 of the Tariff Act of 
1930).

They are as follows:
1. It will lead to an increase in operations to be done in the United States OR 

goods which are imported and will be re-exported.
2. It will increase the profitability of exporting surplus inventory 01 goods needed 

to complete a foreign order.
3. The bill is likely to l&ad to increased U.S. employment.
4. The bill is likely to improve the balance of payment* posture through increase-.! 

exports.

IMPRACTICAL OPERATIONS REQUIRED BY SBCTJON 313 (J)

In order to insure a supply of imported, duty paid, merchandise eligible for isme 
condition drawback under Section 1313<j), it would be necessary to maintain a sepa 
rate, and exclusively foreign originated, stock upon which to draw in order to avoid 
the fatal taint of domestic or duty free merchandise.

If an exporter elects to utilize the wasteful practice of separate stores, he can re 
ceive the drav/b£:ck for imported merchandise exported in its same condition to 
which the Jaw entitles him. Without the wasteful practice of duplicate stores ho a- 
denied that drawback.
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LEGISLATIVE SOLUTION—ALLOW USB OF DOMESTIC MERCHANDISE IN LIEU OF DESIGNATED 

IMPORTED MERCHANDISE FOR VON-MANUFACTURING DRAWBACK

Just as substitution of domestic for imported merchandise in manufacturing oper 
ations has won the approval of the Congress and the Customs Service, it seems 
equally reasonable to allow the same opportunity for same condition drawback 
claimants. The revenue of the United States would not be further diminished than 
would be the case if claimants went to the unproductive and non-competitive prac 
tice of maintaining separate stores of foreign merchandise and domestic merchan 
dise. It is appropriate to treat both kinds of drawback the same since the advan 
tages to the United States and its exporters who compete in foreign markets are the 
same in each case.

Legislation to permit the use of domestic or duty free merchandise in lieu of the 
designated imported merchandise against which drawback for non-manufactured ex 
ports is claimed will remove this restraint against United States exports.

UNDESIRABLE FEATURE IN H.R. 4316, AS INTRODUCED

As can be seen from the foregoing exposition, there are substantial and valid rea 
sons for authorizing the privilege of substitution under the provisions of same condi 
tion drawback. However, in order that such a procedure be effective in the interna 
tional trade of the United States, it is essential that the privilege of substitution 
under same condition drawback be available to all bona fide importers and export 
ers who are active in such trade and who are covered by the provisions of the draw 
back law.

H.R. 4316, as written, has one undesirable feature. This is its requirement that 
merchandise covered by the bill, to be eligible for its benefits, must be imported and 
exported by the same person. This requirement is at odds with the practices of the 
real world of international trade and would substantially defeat the purposes of the 
proposed legislation. The fact is that a major portion of merchandise which would 
be covered by this proposal is customarily imported by some person other than the 
exporter. In very many instances, the exporter acquires the merchandise from an 
other person who was the importer under the provisions of Certificates of Delivery 
and /or Exchange Agreements. This is the way in which the import-export trade of 
the United States is frequently conducted. H.R. 4316 as now written would, in effect, 
rule out all "indirect" imports.

We submit, therefore, that the requirement that the same person be both import 
er and exporter of the subject merchandise be modified and that, in its place, there 
be adopted a requirement, that possession of and title to such merchandise must 
have beer, taken by the person exporting. This could be accomplished by amending 
lines 1 through 5 on Page 2 of H.R. 4316 to read as follows (language to be added is 
italicized, language to be deleted is bracketed1;
Of its iccpcrtation; or (ii) an aggregate of such imported merchandise and fungible 
merchandise; possession of and title to either of which has teen [imported] taken py a 
person prior to the subsequent exportation by the same person of such [commercially 
ideistical] fungible mcrchandbe—

t'ln the foregoing we have suggested that the word "fungible" be substitutedTSr 
the words "commercially identical" in line 4 to be more consistent with other lan 
guage of the bill. We note also that there is an apparent typographical error on line 
9 of page 2 of the bill. The semi-colon following the word fungible" should probably 
be "to").

We believe that these changes would meet certain objections raised by the Cus 
toms Service and adverted to in Congressman Frenzsl s introductory remarks to 
H.R. 4316. Requiring possession of the imported merchandise by the drawback 
claimant prior 10 the export of the "fungible' goods would eliminate the possibility 
of aa importer coopsratiiig with another party, who was an exporter but who never 
had possession of the imported merchandise, to enter inte> an arrangement for the 
collection of "same condition" drawbacks.

SUMMARY
This basic concept has the strong endorsement of NCITD. Its genesis was in the 

Drawback Committee of thin orgsm^stion. We believe that it will further the Con- 
Erepoional intent of all drawback legislation; i.e. 10 further both United States man 
ufacturing and commercial activities through the encouragement of exports.
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Moreover, the view has been generally expressed by interested observers that the 

Same Condition Drawback Statute (19 U.S.C. 1313 (j)) has been applied in a restric 
tive fashion, so as to curtail benefits which had been expected to accrue to Ameri 
can exporters with the enactment of that original legislation. H.R. 4316, with the 
amendments proposed above, would correct this situation.

Substitution for same condition drawback purposes will make a further contribu 
tion to United States export activities through the removal of still more restraints 
against those exports. To support this contention we submit the following:

COST
Ultimate destination of an export order generally determines the port of exit. Ma 

terial eligible for same condition drawback may be located at the opposite end of the 
country, while fungible material of the same kind and quality, which could be sub 
stituted, may be located adjacent to the port of export. Under today's situation the 
cost of inland transportation has to be added to the total cost of the material eligi 
ble for drawback. This could price the material out of the competitive foreign 
market.

TIME
In the interests of time in order to meet a delivery date, shipment from the loca 

tion nearest to the port of export may be necessary. Drawback applicable to materi 
al at another location is thereby denied. Shipping without benefit of drawback may 
make the market price unattractive to the U.S. exporter.

PRACTICALITY

To offset natural deterioration of material, selling and shipping the oldest stock 
may be required as a matter of practice. The material shipped to fill an export order 
under such a procedure may not be eligible for any, or all, of the drawback for 
which the exporter might otherwise be eligible under substitution.

Drawback eligible material may be in a shipping or packaging form other than 
that specified by the export order. Substitution would allow drawback without im 
posing both cost and time components on the exporter which would result from re 
packaging, when non-drawback eligible material in the specified form was available.

The restraints detailed above, and the burdens they impose, can remove the 
United States exporter from competition in a foreign market. A diminution of 
United States export activity, with all the adverse economic results that follows, can 
be foreseen.

We appreciate this opportunity to convey our views on this legislation. We stand 
ready to assist your Subcommittee in any way we can to achieve the adoption of 
this important and noteworthy legislation.

STATEMENT OF JOHN S. RODE, COUNSEL, ON BEHALF OF THE JOINT INDUSTRY GROUP

H.R. 4316

This statement is submitted on behalf of the Joint Industry Group, which is a coa 
lition of trade associations, and the businesses they represent, interested in the tech 
nical aspects of international trade, and especially Customs matters. This statement 
is supported by:

Air Transport Association of America
American Electronics Association
American Association of Exporters & Importers
American Retail Federation
Chamber of Commerce of the United States
Cigar Association of America
Computer & Business Equipment Manufacturers Association
Council of American-Flag ship Operators
Electronic Industries Association
Foreign Trade Association of Southern California
International Hardwood Products Association
Motor Vehicle Manufacturers Association
National Association of Photographic Manufacturers
National Committee on International Trsde Documentation
National Customs Brokers and Forwarders Association
National Foreign Trade Council
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Scientific Apparatus Makers Association
The Joint Industry Group supports the proposed modifications of the Same Condi 

tion Drawback statute, Section 1313(j) of the Tariff Act of 1930, which are contained 
in H.R. 4316, and, in addition, recommends some additional changes to that provi 
sion of the law which, we think, would permit American exporters to realize the full 
benefits which that statute was intended to provide.

Many of the companies represented in the Joint Industry Group are multi-nation 
al corporations which operate facilities located within the United States as well as 
throughout the world. Many of the members of the Joint Industry Group are both 
importers and exporters with obvious interests in international trade and a compel 
ling need to be competitive in the markets of the world. The companies represented 
by the Joint Industry Group now face substantial competition in those markets, and 
must meet that competition notwithstanding rising costs and the current strong po 
sition of the United States dollar, both of which have combined to make their prod 
ucts less price competitive by comparison with those articles which originate in 
other countries.

For nearly two centuries, the Congress of the United States has recognized the 
role of drawback in our export trade, by including provisions for the payment of 
drawback in the Tariff Act of 1789, the second law passed by the First Congress of 
the United States, and by maintaining drawback provisions in the Tariff Acts of 
this country from that time to the present. More than one hundred amendments 
and modifications have been made to the drawback laws to date, the most recent 
being the passage of Public Law 96-609, which added a new Subsection (j) to Section 
1313 of the Tariff Act of 1930, and made it possible for exporters to receive refunds 
of duty paid on imported merchandise exported in the same condition as when that 
merchandise entered the United States, and in addition, provided that certain "inci 
dental operations" could be performed on imported merchandise without disqualify 
ing them for the benefits of Subsection (j). This, the so-called same condition draw 
back law, took effect on December 28,1980.

Our experience with the current same condition drawback law indicates that 
there are areas in which we think the law might properly be amended to better 
effect the ends to which that law was originally addressed, by: (1) Enhancing the 
competitive position of U.S. exporters in foreign markets by reducing the cost of 
their products as a consequence of refunding duties paid upon their importation; 
and (2) Encouraging businessmen to maintain and establish facilities in the United 
States, rather than overseas, by reducing the net duties payable by those business 
men, and thereby reduce the cost of operating such facilities in the United States 
through payment of drawback. This is a process that will create jobs in the United 
States.

As enacted, the same condition drawback law authorizes the payment of draw 
back upon the exportation of imported articles which have not been "used" and are, 
except for the performance of incidental operations," in the "same condition" as 
when those articles were imported. Over the last 2Vfe years, significant, practical 
problems have arisen in three areas:

1. United States exporters commonly procure commercially interchangeable prod 
ucts from more than one source; such dual-sourcing serves to protect the buyer from 
losses which might otherwise be incurred in the event that a single vendor-supplied 
item became unavailable by reason of natural disaster or other unforeseeable inter 
ruption in delivery. It has become increasingly desirable, and usual, to source the 
essential parts of articles from both domestic and overseas vendors. Inasmuch as 
Section 1313(j) is limited to the payment of drawback upon the exportation of im 
ported articles, the United States exporter must either maintain segregated invento 
ries of United States and foreign sourced articles so that he can positively identify 
the origin of otherwise commercially indistinguisable components or forego draw 
back to which that exporter would otherwise seem entitled. Clearly, either course of 
action on the part of the exporter involved added elements of cost that were not 
contemplated upon the enactment of the same condition drawback law. As intro 
duced, H.R. 4316 would permit the substutition of "fungible" merchandise for im 
ported merchandise without denying the exporter the benefits of drawback upon its 
exportation, and, in addition, provides specifically for the payment of drawback 
upon the exportation of an aggregation of imported merchandise and other fungible 
products. In these regards, PLR. 4316 would substantially conform Section 13130') to 
the corresponding pro isions of Section 1313(b) and would clearly eliminate any 
need for additional costs incurred in the maintenance of separate inventories. The 
Joint Industry Group fully endorses these changes to the drawback statutes and 
urges their enactment into law.
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2. A significant difference in opinion as to the applicability of Section 1313(j) has 

arisen with respect to packaging operations performed in the United States upon 
imported or domestic merchandise. Examples of the particular problems which have 
arisen with respect to packaging materials include the question of whether the fill 
ing of an imported box, bottle, can, or other container is a "use" of that article 
which render such container ineligible for drawback upon exportation.

3. Although the drawback status of packaging materials represents a very specific 
problem area under Section 1313(j), it is also illustrative of the difficulty which has 
been encountered in the practical application of that portion of Section 1313(j) 
which permits the performance of "incidental operations' upon imported merchan 
dise without disqualifying the same from eligibility for payment of drawback upon 
their exportation. The term "incidental operations is not defined clearly in the ex 
isting statute, so that there is no objective standard for determining whether a 
given operation may or may not be performed without loss of potential drawback. 
We recognize the difficulties which are inherent in attempting to draft objective 
standards to cover unforeseen factual situations and the manufacturing technology 
of tomorrow, and at the same time, we recognize the fact that certain generic classi 
fications of operations necessarily blur distinctions in degree which are of commer 
cial and legal significance. Thus, for example, certain packaging operations may in 
volve extremely modest manipulations of the materials employed, so that all would 
conclude that such operations were indeed "incidental," and resulted in no change 
of condition or use of the materials employed. On the other hand, other packaging 
operations necessarily involve substantial transformations of the materials em 
ployed so that, similarly, all concerned would recognize that those particular oper 
ations were tantamount to a manufacture or production which would ordinarily be 
cognizable under other provisions of the drawback laws, i.e., Section 1313(a) or Sec 
tion 1313(b). Prudent businessmen, we think, should be willing to conform to the 
statutory and regulatory requirements of Section 1313 (a) or (b), where substantial 
manufacturing is involved, or to the requirements of 1313(j), in the event such oper 
ations are truly "incidental". By the same token, the exporter should be prepared to 
determine, in advance, which statutory and regulatory framework is to be followed 
with respect to particular operations. The real problem, and the problem which we 
think should be eliminated by appropriate amendments to Section 1313(j), is that 
the interpretation of existing law suggests there are operations which are more 
than "incidental" and are less than "manufacture or production" so that perform 
ance of those operations disqualifies the article upon which they are performed from 
drawback in either instance. For this reason, we have suggested that the term "inci 
dental operations" should be defined so as to include all of those operations "which 
do not constitute manufacture or production for drawback purposes" under Sections 
1313(a) through 1313(h).

In summary, then, the Joint Industry Group supports the proposed amendment of 
Section 13130') in the manner proposed in H.R. 4316, and further recommends that 
this Committee consider additional technical modifications to the bill which will fur 
ther clarify the problem areas identified above; our specific comments and draft pro 
posals were previously submitted to Congressman Frenzel in connection with H.R. 
3157, and, for that reason, will not be replicated here.

THE PILLSBURY Co., 
Minneapolis, MN, November 14, 1983. 

Hon. SAM GIBBONS,
Chairman, House Ways and Means Trade Subcommittee, 
U.S. House of Representatives, 
Washington, DC.

DEAR CONGRESSMAN GIBBONS: As a corporation actively involved in international 
trade, The Pillsbury Company urges the committee members to support H.R. 4316. 
The Legislation, which does not provide for additional drawback benefits, addresses 
certain storage and transportation problems the industry has frequently experi 
enced under current law. For example, th? legislation would permit the Pillsbury 
Company to co-mingle certain types of the same imported/domestic product. That 
being the case, the cost of storage and transportation would be reduced and the sav 
ings could be passed on to the consumer.

The Pillsbury Company also feels that the congress must focus greater attention 
on international trade matters, with a foreign trade deficit estimated to be over 50 
billion dollars in 1983, Congress may want to consider providing export incentives to 
American industry. If Congre-js should fail to address these problems, American
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firms will continue to lose additional market share to subsidized competition. The 
result of which translates into higher domestic prices for the consumer. 

Thank you for your time and consideration of this matter. 
Sincerely,

GERALD L. OLSON, 
Vice President, Government Relations.



H.R. 4321
To repeal the existing suspension of duty on carob flour.

STATEMENT OF HON. JOHN W. WARNER, A U.S. SENATOR FROM THE STATE OF
VIRGINIA

Mr. Chairman, during its 97th session, the Congress enacted Public Law 97-446 
which provided for a temporary duty suspension on imported carob flour through 
December of 1984. It is my understanding that this action was a result of an admin 
istrative oversight on the part of the International Trade Commission.

In light of the fact that carob flour producers in my state have been adversely 
affected by this action, I am pleased to support H.R. 4321, which would correct this 
error by re-enacting the carob flour duty.

Thank you.
(180)



H.R. 4329
To extend until July 1, 1987, the existing suspension of duty o<i 4-chloro-J-methyl- 

phenol.
CONGRESS OF THE UNITED STATES,

HOUSE OF REPRESENTATIVES, 
Washington, DC, November 6, 1983. 
Hon. SAM M. GIBBONS, 
Chairman, Subcommittee on Trade, 
House of Representatives, Washington, DC.

DEAR SAM: I have recently introduced a bill to provide another three year exten 
sion of the existing duty suspension for the chemical 4-chlorc-3-methylphenol.

My new legislation is virtually identical to a bill I introduced in the 97ch Con 
gress, which was passed as H.R. 4566, the Miscellaneous Tarriff Act, in Section 230 
of Public Law 97-446. That law, enacted January 12, 1983, provided for suspension 
of duty on that chemical for the three year period ending on June 30, 1984. This 
new bill extends the duty suspension until July 1, 1987. It should be noted that 
there was not objection by any agency or business to the original passage of the 
duty suspension on the chemical in question.

The attached statement provides the rationale for my new bill. I respectively re 
quest that my legislative initiative be considered before the adjournment of this ses 
sion, if possible.

Best wishes, 
Sincerely,

PHILIP M. CRANE, 
Member of Congress.

Attachment.
[H.R. 4329, 98th Cong. 1st sess.)

A BILL To extend until July 1, 1987, the existing suspension of duty on 4-chloro-3-
methylphenol.

Be it enacted by the Senate and House of Representatives of the United States of~^ 
America in Congress assembled, That item 907.08 of the Appendix to the Tariff 
Schedules of the United States (19 U.S.C. 1202) is amended by striking out "6/30/ 
84" and inserting in lieu thereof "6/30/87".

SEC. 2. The amendment made by the first section of this Act shall apply with re 
spect to articles entered, or withdrawn from warehouse for consumption, after June 
30, 1984.

(181)
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'• Mr. PHILIP M. CRANK. Mr. 8pt*k. er. «eettai MO at Public Uw «7-446. enacted January It 1M*. provides for the temporary suspension of the column 1 nU of duty on 4-chloro-J. methytphtnol through June 10, 1M4. T7il« suspension should be- extended throuth June M. INT. for the reasons set forth below; 4-chloro-t-methyl- phenol U t chemical mibiUnoe used In production of a number of product* In cluding machine cutting oil*. It ha* not been produced tat the United States ilnce Itn. Domestic connunera muit rely on Import* for their needs of the ihemleaL Master Chemical, for ex ample. st an Ohio firm which mutt Import 4-chloro-3-methylphenol for use ai an emulsion stabiliser In the production of one product which con stitutes M percent of IU business.
If a duty were to be again applied. It would be at a rate significantly higher than that In effect prior to enactment of the Trade Agreement Act of l«7».'

ThU act doubled the duty on 4-chibro- 1-methylphenol In 1MO so that IU cost Increased as much as 17.4 percent 4o domestic consumers. Thus failure to extend the suspension would* cause substantial harm to domestic consum ers of the chemical through increased prices while causing no benefit to accrue to domestic producers.
4-chloro-3-methylphenol-sometlmes referred to u P-chlorometa-eresol— ls ' an organic chemical used primarily as a blodde and antloxidant In the manu facture of machine cutting oils. It Is also used as an Ingredient in such products as dandruff shampoos and hand lotions, u a preservative for sen sitive film such u microfilm and X-ray film, and as an Intermediary In the formulation of more complex chemi cals.

'., According to the iV«n««<lr coosum-.ere of .4-chlotc-t-me«hylphenol,-there.are.no domestically produced ebenl-..eal* whlch.can.be substituted lor 4-' chk»o-»-methylphenol In the manuts*- >ture of machine cutting oUs.1 Nor areUfcre substitutes which can be used uchemical intermediaries In the tormu-latlon of specific chemicals. .•• ..

' " There has been no domestic produc tion of 4-chloro-l-methylphenol since Itn. in that yew the Ottawa Chem- dais Division of Perro Corp. halted .production due to Increasingly strta- .gent environmental regulations.'' , 
.„.':. ' Tuurtaunmr.. .', ., Prior to the temporary suspension of duty. 4«hloro-I-methylpheno> entered 'the United States under Item 4M.M of the Urlff schedules of the Vnlted State* (T8U8). This Item ls a residual : category of phenol derivatives which are listed In the chemical appendix of the tariff schedules.With the suspension of duty. 4- chloro-1-methylphenol was removed from T8U8 Item 403.M. The new T8U8 Item. No. V07.0S. was created for It under subpart B of put 1 of the ap pendix to tariff schedules.If the suspension ls not extended. 4- chloro-3-methylphenol would again be dutiable at the rate applicable to T8TJS Item 403.M. In 1M4. the column 1 rate for Item 403.M-the rate paid by countries with most-favored-nation status-will be 1.1 cents per pound plus 19.4 percent ad valorem. This rate Is scheduled to decline annually until•it reaches 0.7 cents per pound plus 18.4 .percent ad valorem In 1M7. This Is•nonetheless still significantly above the rate that was applicable to 4- chloro-3-methylphenol In int. At that time the rate was 1.7 cents per•pound plus 13.5 percent ad valorem.Other rates of duty applicable to TSUS Item 403.S« an an LDDC rate 1

of 0.7* cents per pound plus l*.4 per-•cent ad valorem and a column 3 rale of•7 cents per pound plus « percent ad valorem.4 These rates were unaffected by the legislation granting temporary suspension of duty on 4<h1oro-J melh- ylphenol.,
V •' ' • OJ. IWOHts

Imports in the United States of 4-•chloro-3-methylphenol for IBM and 1M1 were as follows: ' .
l»*o™——..J!——————— iM.Mt IMl • ——— ——»-_- —— —— 3T4.47Z Imboru of

• • •••• totrunxm k
•'• Prior' to enactment of the Initial temporary suspension of duty, the In ternatlonaT Tra/M CotnmlstUm estl-•mated that tottl lost revenue for the yean !««!-« would be I3U.400. The lost revenue figure for the next 3 years should he close to this figure since usaee patterns appear similar.

nsinoD or *o*Mcits
The Department of Commerce, the Department ol state, and the Interns- Uonal Trade Commission had no ob jection to the Initial suspension of duty. Although their position regard- Ing an extension of the suspension ls not explicitly known at this time, there Is little reason to suppose that the extension would be opposed since no .material parameters have changed alnce January 13. 19W. when Public Law >7-4«t was enacted.

OONCtOSIOK
For all, the above reasons, but pri marily because there Is no domestic 'producer of 4-chloro-3-methylphenol to derive benefit from relmposltlon of a duty on the chemical, I have again Introduced legislation to extend the suspension of duty until June 30. 1M7.*
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H.R. 4339
To amend the Tariff Schedules of the United States regarding the classification of 

certain articles of wearing apparel. 
No comments were received on this bill.
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WRITTEN COMMENTS

(Press release No. 29, Monday, March 12, 1984)

HON. SAM M. GIBBONS (D., FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, COMMITTEE ON 
WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES FORMAT FOR 
CONCLUDING HEARINGS ON CERTAIN TARIFF AND TRADE BILLS PREVIOUSLY CONDUCT 
ED ON NOVEMBER 15,1983
The Honorable Sam M. Gibbons (D., Fla.), Chairman of the Subcommittee on 

Trade of the Committee on Ways and Means, U.S. House of Representatives, today 
announced that due to the large number of miscellaneous tariff and tr ai 3 bills origi 
nally scheduled for public testimony on November 15, 1983 (see Subcommittee press 
releases numbered 19, 20, 21, and 22) and the limited time available to the Subcom 
mittee, it will not be possible at the present time to receive further oral testimony 
on such bills. However, the Subcommittee is instead requesting that written testi 
mony be submitted on these bills by all interested parties, so that further consider 
ation and possible markup can be completed in a timely manner. In addition to 
those bills originally scheduled for hearings on November 15, written comments are 
also requested for other miscellaneous tariff and trade bills introduced thus far in 
the 98th Congress for which Subcommittee action is being considered. Those bills for 
which comments will be considered are listed below.

If written comments indicate any significant controversy over a particular bill, 
oral testimony would be scheduled prior to Subcommittee action.

At a later date, the Subcommittee will request further written comments on bills 
introduced subsequent to this press release for possible consideration in this session. 
However, as mentioned in our January 25,1984, "Dear Colleague" letter, bills intro 
duced after April 13 will not considered this session.

Further public hearings will be scheduled in the near future for two major bills 
which were originally scheduled to be heard on November 15 with the miscellane 
ous tariff and trade bills. These are H.R. 3795, the Wine Equity Act of 1983, and 
H.R. 3727, a bill to eliminate import quotas on sugar. The hearing on these bills will 
be announced at a later date.

The tariff and trade bills on which written testimony will be received are:
H.R. 2471.—(Mrs. Boggs): To apply duty-free treatment with respect to articles ex 

ported for purposes fo rendering certain geophysical or contracting services abroad 
and returned.

H.R. 2641-—(Mr. Frenzel): Relating to the tariff treatment of precious stones ex 
ported for processing abroad into jewelry solely for the personal use of the exporter.

H.R. 2667.—(Mr. Thomas of Calif.): To suspend until July 1, 1988, the duty on yt 
trium bearing ores, materials and compounds containing by weight more than 19 
percent but less than 85 percent yttrium oxide equivalent.

H.R. 2711—(Messrs. Vander Jagt, Jenkins and Campbell et al): To amend the 
Tariff Schedules of the United States to impose a one-tenth of 1 cent duty on apple 
and pear juice.

H.R. 277t.—(Mr. Ratchford, Mrs. Kennelly, et al): Relating to the tariff treatment 
of gut imported for use in the manufacture of surgical sutures.

H.R. 2851.—(Mr. Frank): Relating to the duty on certain knives (commonly known 
as snap blade tools) having movable blades.

H.R. 2947.—(Mr. Pease): To provide for the temporary suspension of duty on the 
importation of fluorspar.

H.R. 3158. —<Mr. Gibbons): To implement the Customs Convention on Containers, 
1972.

H.R. 3159.—(Mr. Gibbons): To require that customs duties determined to be due 
upon a liquidation of reliquidation are due upon that date, and for other purposes.

H.R. 3174-—(Mr. Matsui): Relating to the tariff treatment of certain telescopes not 
designed for use with infra-red light.

(184)
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H.R. 3311.—(Mr. Vander Jagt): To suspend for a 3-year period the duty on (Bicy- 

clohexylM-carboxylic acid 2-<diethylamino)ethyl ester hydrochloride.
H.R. 3312.—(Mr. Vander Jagt): To suspend for a 3-year period the duty on 1-Piper- 

idinebutanol. alpha-[4-(l,l-dimethlethyl) phenyl]-4-(hydroxy-diphenylmethyl).
H.R. 3313.—(Mr. Vander Jagt): To suspend for a 3-year period the duty on 2-[4-(2- 

Chloro-1,2-diphenylethenyl)-phenoxyl>N,N-diethylethanamine dihydrogen citrate.
H.R. 3445.—(Mr. Conable): To suspend temporarily the duty on diphenyl guani- 

dine and di-ortho-tolyl guanidine.
H.R. 3709.—(Mr. Guarini): To extend the existing suspension of duty on natural 

graphite until January 1,1988.
H.R. 3731.—(Mr. Vander Jagt): To extend temporary suspension of duties on cer 

tain clock radios until September 30,1987.
H.R. 3740.—(Mr. Albosta): To suspend for a three-year period the duty on 3-(Hy- 

droxydiphenyl-acetyl) oxyM.l-dimethylpiperidinium bromide.
H.R. 3741. —(Mr. Albosta): To suspend for a three-year period the duty on 5H- 

Dibenz (b,f) azepine-5-propanamine, 10,11-dihydro-N-methyl-, monohydrochloride.
H.R. 3742.—(Mr. Albosta): To suspend for a three-year period the duty on hydra- 

zone, 3-(4-methylpiperazinyliminomethyl) rifamycin SV.
H.R. 3817.—(Mr. Hance and Mr. Frenzel): To apply for a 5-year period a lower 

rate of duty on ethyl and methyl parathion.
H.R. 4035.—(Mr. Jacobs): To suspend temporarily the duty on a certain chemical 

intermediate.
H.R. 4218.—(Mr. Britt): To extend duty-free treatment to Meta-toluic acid (MTA).
H.R. 4223.—(Mr. Moore): To suspend for a three-year periH the duty on 4-0-beta- 

D-Galactopyranosyl-D-fructose.
H.R. 4224.—(Mr. Moore): To suspend for a three-year period the duty on nicotine 

resin complex.
H.R, 4225.—(Mr. Moore): To suspend for a three-year period the duty on an iron 

dextran complex.
H.R. 4232.—(Mr. Brooks): To amend the Tariff Schedules of the United States to 

clarify the classification of any naphtha described as both a petroleum product and 
a benzenoid chemical.

H.R. 4255.—(Mr. Frenzel): Providing for a reduction in the duty on certain fresh 
asparagus.

H,R. 4296.—(Mr. MacKay, Mr. Matsui, Mr. Hance, Mr. Thomas of Calif., et al): To 
amend the Tariff Schedules of the United States to establish equal and equitable 
classification and duty rates for certain imported citrus products.

H.R. 431$.—(Mr. Frenzel): To amend the Tariff Act of 1930 regarding same condi 
tion drawbacks and same kind and quality drawbacks, and for the other purposes.

H.R. 4321.—(Mr. Sisisky): To repeal the existing suspension of duty on carob flour.
H.R. 4329.—(Mr. Philip M. Crane): To extend until July 1, 1987, the existing sus 

pension of duty on 4-chloro-3-methylphenol.
H.R. 4339.—(Mr. Guarini): To amend the Tariff Schedules of the United States re 

garding the classification of certain articles of wearing apparel.
H.R. 4353.—(Mr. Heftel): A bill relating to the tariff classification of salted and 

dried plums, and for other purposes.
H.R. 4378.—(Mr. Frenzel): To suspend the duty on salfaquinoxaline until the close 

of December 31, 1986.
H.R. 4379.—(Mr. Frenzel): To suspend the duty on sulfathiazole until the close of 

December 31,1986.
H.R. 4380.—(Mr. Frenzel): To suspend the duty on sulfanilamide until the close of 

December 31,1986.
H.R. 4381.—(Mr. Frenzel): To suspend the duty on sulfamethazine until the close 

of December 31,1986.
H.R. 4382.—(Mr. Frenzel): To suspend the duty on sulfaguanidine until the close 

of December 31,1986.
H.R. 4443.—(Mr. Jones of Oklahoma): To continue until the close of June 30, 1989, 

the existing suspension of duties in certain forms of zinc.
H.R. 4482.—(Messrs. Archer and Kance): A bill to amend the Tariff Schedules of 

the United States with respect to the classification of certain diamond articles.
H.R. 4513.—(Mr. Green): A bill to extend for four years the temporary suspension 

of duty on tartaric acid and certain tartaric chemicals.
H.R. 4647.—(Mr. Frenzel): To apply a reduced rate of duty to certain dried egg 

yolk processed from eggs produced in the United States and exported to Canada for 
use in the manufacture of lysozyme.

H.R. 4695.—(Mr. Edwards of Alabama): To amend the Tariff Schedules of the 
United States to impose a duty on tubeless tire valves.
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H.R. 4765.—(Messrs. Albosta, Vander Jagt, Downey, Shannon, et al): To amend 

the Tariff Schedules of the United States to impose a duty on tubeless tire valves.
H.R. 4790.—(Mr. Clinger): To suspend for three years the duty on crude 8+5 hy- 

droxyquinolines.
H.R. 4825.—(Mr. Conable): To provide for a temporary reduction in duty on im 

ported fresh, chilled, or frozen Brussels sprouts.
H.R. 4887.—(Mr. Vander Jagt): To permit until January 1, 1987, the duty-free 

entry of magnetron tubes used in microwave cooking appliances.
H.R. 4891.—(Mr. Archer): To provide duty-free treatment to certain cresylic acid.
H.R. 4899.~(Mr. Frenzel): -K> suspend the duty on acetylsulfaguanidine until the 

close of December 3,1986.
H.R. 4Wl.-<Mr, Hughes): A bill, superseding H.R. 3299, to amend the Controlled 

Substances Act, the Controlled Substances Import and Export Act, and the Tariff 
Act of 1930 to improve forfeiture provisions and strengthen penalties for controlled 
substances offenses, and for other purposes.

H.R. 5010.—(Mr. Pease): A bill relating to the tariff treatment of zinc-bearing 
ores, zinc dross and skimmings, zinc waste and scrap, unwrought zinc, and certain 
zinc-bearing materials.

DETAILS FOR SUBMISSION OF WRITTEN STATEMENTS

Persons submitting written statements should submit six (6) copies of their state 
ment by the close of business Friday, March 30, 1984, to John J. Salmon, Chief 
Counsel, Committee on Ways and Means, U.S. House of Representatives, 1102 Long- 
worth House Office Building, Washington, DC 20515.

Each written statement submitted to the Subcommittee for the record must con 
tain the following information:

1. The name, full address, and capacity of the person submitting the statement (as 
well as a telephone number where he or his designated representative may be 
reached;

2. A list of any clients or persons, or any organization on whose behalf the state 
ment is submitted; and

3. A topical outline or summary of the comments and recommendations in the 
statement.



H.R. 2471
To apply duty-free treatment with respet to articles exported for purposes of-ten 

dering certain geophysical or contracting se> jices abroad and returned. 
No comments were received on this bill.

H.R. 2641
Relating to the tariff treatment of precious stones exported for processing abroad 

into jewelry solely for the personal use of the exporter.

STATEMENT OF HON. BILL FRENZEL, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF MlNN"SOTA

H.R. 2641, regarding tariff treatment of p. jeious stones owned by individuals and 
exported for placement in a jewelry setting shall not be dutiable under our tariff 
laws.

This bill was not requested by anyone, but was introduced to address a recent 
problem I had with a constituent, a problem that I assume many other people have 
had and probably never reported. My constituent will not be helped by this bill, 
since it has no retroactive provision, but my intent is to help people in the future 
who will be faced with the same situation.

My constituent owned a large diamond that he chose to take abroad to place in a 
gold setting. He called our local Customs office and asked what he would have to do 
to ensure no duty payment on the diamond and was wrongly advised that r,ll he 
would need is a receipt proving ownership of the diamond. Upc.n entering US Cus 
toms territory, and declaring duty owed on the value of the setting—about $200— 
my constituent was told he would have to pay a $2,000 duty on the value of the 
whole necklace, an amount he could not pay after a costly trip to the Far East. 
Needless to say, the constituent was rather shocked after hearing the advice from 
the local Customs office.

Actually, the local Customs office should have advised him that the only way to 
avoid payment of duly on the diamond would be to bring the diamond and its set 
ting in separately and" have the stone mounted here. I assume that many other indi 
viduals are paying needless duty in the same manner, never dreaming that they 
would have to pay duty on something they owned previously and took out of the 
country themselves.

I understand that the Administration has problems with the implementation of 
the bill and has made some suggestions for improvement. Their proposal to add a 
new item 806.40 to deal with this situation is a good one, as I can understand how 
this change would not concern itself directly to 806.20, as is the case in my bill. The 
suggestion to change the first sentence of headnote 2 to include a 806.40 is also ap 
propriate. Another suggestion to change the language on page 2 of my bill, lines 4- 
6, to include the stone and the setting as being eligible for duty rather than just the 
stone is also a technical change which should be made. On page 1,1 refer to exporta 
tion of a "stone" which could limit the use of the bill to just those individuals who 
have one stone to place in a setting. My intent here was to discourage any use of 
this provision by jewelers who may find the legislation advantageous to theic busi 
ness. However, I would not want to affect the traveler who has several stones he or 
she wants to set into one or more settings, and would therefore agree that the word 
should be changed to "stones".

To protect US jewelery manufacturers against jewelers taking their setting busi 
ness abroad, the bill stipulates that if an article of jewelry set abroad is sold within 
three years, duty than becomes payable on the whole item. I understand that this 
would be very difficult for Customs to administer and could further cause a burden 
on the importer if a bond for forfeiture value is required. I would request that the 
Customs Service work with me to develop a method to alleviate this burden, yet pro 
tect the individual traveler.* Perhaps a limit of say, three, items set abroad would 
solve some of the concerns of the Administration or the domestic producers.

(187)
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Since I believe the current law is wrong to require the payment of duty on mate 

rials previously owned by individuals, I hope that a compromise can be worked out 
and that the changes can be made that I have suggested.

It is, further, possible that Customs could clarify the law with respect to setting 
jewels abroad in its brochure distributed to returning travelers. I urge that the bro 
chure be so updated. Withdrawal of this bill will be considered at that time.



H.R. 2667
To suspend until July 1, 1988, the duty on yt'rium bearing ores, materials and 

compounds containing by weight more than 19 percent but less than 85 percent yttri 
um oxide equivalent.

No comments received on this bill.

H.R. 2711
To amend the Tariff Schedules of the United States to impose a one-tenth of 1 cent 

duty on apple and pear juice.

STATEMENT OF HON. GEORGE C. WORTLEV, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF NEW YORK

Will Rogers once said, "I'll tell you folks, all politics is applesauce." If those of us 
who serve in Congress took those words to heart, we would show a greater interest 
in the apple industry. If apples and apple products received more attention on Cap 
itol Hill, we would be keenly aware of the detrimental effect apple juice imports 
have on our nation's apple producers.

The apple industry has not received the attention it deserves. Like other agricul 
ture industries, the apple industry has suffered in the past few years because of the 
increase in imports. At a time when demand for apple juice and cider has risen dra 
matically, we have seen that demand filled by our agricultural competitors, not our 
own producers. In 1982, we imported apple juice from 17 foreign countries.

In 1978, the year the "Christian Science Monitor" describes as, "The year consum 
ers rediscovered apple juice and cider," sales increased 150 percent—to $306.4 mil 
lion. That rise has continued steadily. Sales of $562 million were reported in 1982. 
The 1983 figures are expected to be even higher.

Sadly, though, we have seen imports for the same period jump from over 31 mil 
lion gallons in 1977 to 149 million gallons in 1983. The 1983 import statistics repre 
sent over 44 million bushels of fresh apples—nearly the equivalent of 25 percent of 
the total U.S. apple production for that year. U.S. Department of Agriculture trade 
statistics for 1982 list the dollar value of apple and pear juice imports at $92 mil 
lion—up 50 percent from 1981.

The rise in imports has taken its toll. In 1982, apple growers received approxi 
mately 8.5 cents per hundredweight for juice apples. Imports have cut that to 3.5 
cents per hundredweight. Washington State apple producers are receiving less than 
half per ton for juice apples than they received last year.

As a time of rising demand for a quality product, we cannot turn our backs on the 
damage being caused by foreign imports—automakers are not the only ones suffer 
ing. __

My_colleague^.Representative-Guy-yander Jag!, has introduced legislation, H.R. 
'2711, to help our apple producers. His bill would impose a one-tenth of one cent 
duty on apple and pear juice imports. I have cosponsored that bill, as have 48 other 
Members, to curb juice imports. I hope that you will give favorable consideration to 
the bill—keeping in mind the livelihood and future of the 15,000 apple producers 
from New York to Washington State.

As the demand for apple juice expands, U.S. apple producers should be given first 
priority in satisfying that growing market.

STATEMENT OF ELTON SMITH, VICE PRESIDENT, AMERICAN FARM BUREAU FEDERATION, 
AND PRESIDENT, MICHIGAN FARM BUREAU

Farm Bureau appreciates the opportunity to comment on the following miscella 
neous tariff bills which have been referred to the Subcommittee on Trade: H.R. 
2711, H.R. 4255, H.R. 2776, H.R. 4296.
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H.R. 2711, Re: Apple Juice

The purpose of the '/io of 1 cent per gallon duty on apple and pear juice imports is 
merely a way to place subsidized Argentine apple juice imports in a dutiable catego 
ry enabling apple growers or their processing cooperatives to file a countervailing 
duty petition without incurring the tremendous expense of proving "injury" to the 
domestic apple industry.

Farm Bureau is keenly interested in the passage of H.R. 2711. This bill was intro 
duced by Congressman Vender Jagt and now has 48 cosponsors.

Over the past seven years, the quantity of apple juice imported into the United 
States has grown from 34.38 million gallons (single strength equivalent) in 1976 to 
103.76 million gallons in 1982. Foreign apple juice is imported in concentrated fc-m 
for reconstitution in this country. This represents the equivalent of more than 30 
million bushels of apples, a figure greater than the average annual production of 
Michigan and Pennsylvania combined.

Twenty-three (23) million gallons of the increase are from Argentina which \ 
shipped 18.86 million gallons in 1976 and 41.95 million gallons in 1982. The quantity . 
imported in 1981 represents 10.67 million bushels of apples, more from Argentina 
alone than the total annual apple production for the State of Virginia.

The dramatic increase in apple juice imports is a major concern to U.S. apple 
growers. Their concerns are magnified when we find that the government of an ex 
porting nation is providing a substantial subsidy to the processors and exporters of 
that product. Farm Bureau finds a willingness of its members to compete with grow 
ers in other countries on a fair basis, but they cannot compete with the treasuries of 
other countries.

The appendix of our statement contains data providing the levels of impoits from 
foreign sources for the period 1965-1983, and the quantities of apples represented by 
such imports. Also in the appendix is a review of the subsidy schemes provided by 
the Argentine Government to its apple industry to develop export capabilities.

It is obvious from the information available to us that the Government of Argenti 
na is indeed subsidizing its exports of apple juice into the United States' market to 
the detriment of U.S. apple growers and processors of domestic apple juice.

The Tariff Schedule of the United States provides a zero (0) duty on apple and 
pear juice imported from countries which enjoy the "Most Favored Nations desig 
nation. Argentina has been so designated. Imports of apple and pear juice from 
countries not enjoying "Most Favored Nations" designation are subject to a duty of 
five (5) cents per gallon under T.S.U.S. Item No. 165.15 Apple and pear juice are the 
only juice imports free of duty under the M.F.N. category.

Since apple juice currently is not dutiable, the domestic apple juice industry 
would have to allege and the International Trade Commission would be required to 
determine "material injury" before a countervailing duty could be put into place to 
offset the Argentine subsidy advantage. Therefore, the purpose of H.R. 2711 is to 
impose a minor duty on apple juice imports in order to place Argentina in a catego 
ry whereby the Department of Commerce could investigate the export subsidies of 
Argentina with regard to apple juice and, if found to be as alleged, could initiate a 
countervailing duty action that would offset the Argentine subsidy advantage. This 
could be done without apple growers having to resort to costly legal fees to take 
their case before the International Trade Commission to prove material injury to 
the apple juice industry.

Farm Bureau will encourage those suffering from this practice to seek relief by 
petitioning the U.S. Department of Commerce to investigate these subsidies and if 
their findings are positive to instruct the Customs Sevice to apply countervailing 
duties as provided under Section 303 of the Tariff Act of 1930.

We urge that H.R. 2711 be approved by your Subcommittee and that it be passed 
by the Congress to enable U.S. producers to seek relief from the subsidies provided 
by the Government of Argentina on apple juice exports from their country.
H.R. 4255, Re: Asparagus and H.R. 2776, Re: Imported Gut Sutures 

H.R. 4255 would provide for a reduction in duty on certain fresh asparagus. 
H.R. 2776 would provide for a reduction in duty on imported gut for surgical su 

tures.
Farm Bureau opposes H.R. 4255 and H.R. 2776 since these bills unilaterally . 

reduce duty rates on products entered into the U.S. without obtaining a counter 
concession from our trading partners. Farm Bureau believes that any reduction in 
duties on products entered into the U.S. should be done in the trade negotiating 
process rather than done unilateially without obtaining any trade benefit in return 
for the reduction.
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H. R. 4296, Re: Orange Juice

H.R. 4296 would establish a clearer'dei'inition of the intended duties on "concen 
trated" and "not concentrated" orange juice.

Farm Bureau supports the addition of two new categories of the duty rate for 
citrus juice as proposed in H.R. 4296. Under provisions of this bill, duty rate for 
orange juice "not concentrated" and "other" will remain at the current level, but 
the new categories will clarify the existing classification so as to prevent entry of 
concentrated orange juice into a free trade zone for dilution to single strength juice 
to be entered into the United States at the lower "not concentrated" rate. In other 
words, this method of avoiding the proper duty on concentrated juices would be 
remedied.

Mr. Chairman, we will appreciate consideration of Farm Bureau's "Jews on these 
miscellaneous tariff bills.
SLR. 2711, Re: Apple Juice

1. The purpose of the small duty increase on apple juice imports is merely to pro 
vide a to way to place subsidized Argentine apple juice imports into a dutiable cate 
gory which would enable Farm Bureau to file a countervailing duty petition without 
the loss of time and tremendous expense of "proving injury" to the domestic apple 
industry.

2. Over the past seven years, the quantity of apple juice imported into the U.S. 
has grown from 34 million gallons in 1976 to 104 million gallons in 1982. This repre 
sents the equivalent of more than 30 million bushels of apples, a figure greater than 
an average annual production of Michigan and Pennsylvania.

3. Twenty-three million gallons of the increase are from Argentina, whi^h shipped 
about 19 million gallons in 1976 and about 42 million gallons in 1982. This quantity 
alone represents the total annual apple production in the state of Virginia.

4. The Foreign Agriculture Service and other government agencies have the evi 
dence that the Argentine Government does inded assist the producers and exporters 
of Argentine apple juice.

5. The apple growers of the U.S. are being hurt badly by the subsidized imports of 
apple juice from Argentina. These growers need help from their government in 
order to compete with the subsidized imports from Argentina. We realize that coun 
tervailing duty procedures are available, and we plan to exercise such procedures. 
However, if our farmers proving injury, this is time-consuming and very expensive, 
with cost running from $75,000 to several hundred thousand dollars to carry a peti 
tion through the necessary procedures.
H.R. 4255, Re: Asparagus and H.R. 2776, Re: Imported Gut Sutures

Farm Bureau opposes H.R. 4255 and H.R. 2776 since these bills unilaterally 
reduce duty rates on products entered into the U.S. without obtaining a counter 
concession from our trading partners. Farm Bureau believes that any reduction in 
duties on products entered into the U.S. should be done in the trade negotiating 
process rather than done unilaterally without obtaining any trade benefit in return 
for the reduction.
H.R. 4296, Re: Orange Juice

Farm Bureau supports the addition of two new categories of the duty rate for 
citrus juice as proposed in H.R. 4296. Under provisions of this bill, duty rate for 
orange juice "not concentrated" and "other" will remain at the current level, but 
the new categories will clarify the existing classification so as to prevent entry of 
concentrated orange juice into a free trade zone for dilution to single strength juice 
to be entered into the United States at the lower "not concentrated" rate. In other 
words, this method of avoiding the proper duty on concentrated juices would be 
remedied.

Mr. Chairman, we will appreciate consideration of Farm Bureau's views on these 
miscellaneous tariff bills.
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TOTAL APPLE t riff. JUICE IH'WTS

r?*.o

1965

1966

1967

1968

1969

* : m°
•I . 1971

: J *r?
1973 

1974:> 

.... 1975

1976

1977 .

X978

•1979

1980

1981

1982

1983*.

•1983 JANUARY - MAY ONUY
• ••: FOR. COMPARISON

JANUARY - MAY'1982 
JANUARY - HAY 1983 •

TOTAL 
Gf ' pv«

S.04V .295

3,080,203

2,535,422

10,908,731

14, 168, SOt

16.834,532

34.112,513

25,632,907

20,697,580 

2,1,495,957 

21.2U.28S

34,387,544

31,906,659

44,394,152

66,501,098

43,520,365

81,602,668

103,758,056

63,560,371

28,448,347 
63,560,371

TOTW. 
.. I? LB. 3Vi_

1 .402, SIZ

•5S.&12

704,2(4

3.030,205

3.93S.69&

4,678,759

9,475,698

7,120,252

5,749,328 

5,986,623 

5,908,737

9,576,259

8,886,058

12,363,770

18,472,527

12,089,324

22,667,408

30,880,374

18,973,245

8,492,044 
18,973,245

CONVERSICNi 3.35 GAL/8U. 

BURCEl FAS-USOA, SINGLE STRENGTH EQUIVALENT GALLONS AND 42* BU RAW FRUIT EOUIVALEHT
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TOTAL VALUE t? APPLE JUICE OXCENTRVic 
U.S. DOUJWS

CANAM

AUSTRIA

KJLCAftlA

FRANCE

GERMANY, WEST

JTALY

VAIN

SWEDEN 

ARGENTINA

CHILE '

tcxrco
AUSTRALIA ' •

'.CHINA, MAIN ———

ISRAEL

JAPAN

N5W ZEALAND

SOUTH AFRICA

URUGUAY

OJII

723,325

221.0*1

241,1(9

1.3*1.21'*

ft, 404

3>I,*«S

•43,57?

*' : 

14*2(1,117

16,033 

315,434

7*4,2*4

2,271

135. »96 '

(21

437,606

3,561,717

Hit

i07,l(0

230,099

140,533

1,270,090

S*,»4t

236,047

500,439

, 14.0*4 

24,473,010

'•V2t,421 

392,75*

' 23,605

7*4

*66,229

691,473

• 4,306,305

U79.

5(7,913

1.230,024

7,427,614

•17,950

44S.1S7

1,(7(,7SS

39,617,474

644,07$ 

930,52*

3, (25

(22,262

385,429

7,4*9,93*

672. SI* 1.3*5,954 1,746,2*4

1,303.626 SM.44I 3,522,043

7,«27,fl4 4.33J.OM l,«A».t«» 2,}t»,OS2

(tr,»SO 2,«32,O4 S, 1*1, 107 1Z, SJT, 4*0

S»,2(M S0.4I7 142, n»

330, 3S4 1, SO*, 033 2.0M.7M 

t»0,(32 2,131,23* 2,»3»,»2» 

10,»13 . 3*, 3*7 13t,«34

1,910

7*.!, (19 1.440,772 2.14S.I2S 

1,900 . • 

3*5,429 370,944 2.64S.947 2,(02,472 

*0,112 9,112,657 »,14*,190

325,261 

1,726.03* *,4S1,633 4.5**, 24$ 3. 011,753 4,122.95* 9,261,205

• .

66.939.?S9 40,065.600 tp. 227. 9^1 9J>.334.I?7

SOURCEl USOA FOREIGN AGRICULTURAL SERVICE
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STATEMENT OF HERBERT E. HARRIS II, COUNSEL, ASSOCIATION or FOOD INDUSTRIES

APPLE JUICE GROUP
SUMMARY

The Association of Food Industries Apple Juice Group opposes H.R. 2711 for the 
following reasons:

It would result in administrative costs far in excess of the revenue it would gener 
ate;

It would legislate discriminatory treatment with respect to a particular product; 
and

It would unilaterally and prejudicially alter U.S. government policy and commit 
ments with respect to our relations with foreign trading partners.

STATEMENT

Introduction
I am presenting the views of the Association of Food Industries Apple Juice 

Group, a non-profit group dedicated to the diverse interests of the international and 
the domestic apple juice trade.

We oppose H.R. 2711 for the following reasons:
First, it would result in administrative costs far in excess of the revenue it would 

generate; and
Second, it unfairly manipulates our trading concessions.
H.R. 2711 amends item 165.15 of the Tariff Schedules of the United States to 

impose a duty of one tenth of one cent per gallon on imports of apple and pear juice 
concentrate. The consequences of passing such a bill extend far beyond the mere 
imposition of a seemingly insignificant import duty. Rather, this legislation raised 
issues which impact greatly on U.S. relations with our trading partners.
The Purpose of H.R. 2711

H.R. 2711 is not designed to generate revenue. In the 1981-82 season, approxi 
mately 10,203,000 gallons of apple concentrate were imported into the United 
States. These importations entered free of duty. If the duty proposed by H.R. 2711 
had been assessed, only $10,203 would have been collected. This minimal amount 
would most assuredly be exceeded by the costs of administering the tariff.

It is also important to recognize that a proposed duty of this magnitude would not 
deter importers from bringing apple concentrate into the United States. Since H.R. 
2711 would impose a duty too small to generate income or to deter importations 
from all sources, one would expect to find some other purpose behind that legisla 
tion.

Further, free of duty treatment has been accorded this item since 1971 pursuant 
to a concession made by the United States in the Kennedy Round. Unilateral legis 
lative act :on, such as that proposed in H.R. 2711, would, of course, impair that con 
cession and be contrary to obligations under the General Agreement on Tariffs and 
Trade.
Unfair Manipulation of Trading Concessions

Careful analysis shows that, if passed, H.R. 2711 would have an adverse effect on 
our relations with important trading partners. Argentina, the country supplying 
over 40 percent of U.S. imports of apple juice concentrate, would perhaps bear the 
brunt of that impact.

The U.S. countervailing duty law provides that, where imports are the product of 
a country under the Agreement, or where they enter the United States free of duty, 
a countervailing duty may be imposed only if it is determined that those imports 
have caused malarial injury, or threaten to cause such injury, to the domestic indus 
try. Argentina k not a "country under the Agreement." However, apple juice does 
enter the United States free of duty. Thus, a successful countervailing duty proceed 
ing against Argentina, or any other similarity situated country, would have to be 
premised on an affirmative determination that the imports are injuring, or threat 
ening to injure, the United States apple juice industry, as well as that bounties or 
grants actually are being received by the foreign producers.

H.R. 2711 would alter that procedure. By the imposition of fc tariff, regardless how 
insignificant, countries such as Argentina would no longer be entitled to this injury 
test. In fact, these foreign producers would be an easy target for a domestic industry 
anxious to curtail its competitor. We submit that the imposition of the prejudicial 
tariff, such as that proposed in H.R. 2711, is in fact an attempt to circumvent estab 
lished law with regard to important U.S. trading partners.

30-600 0-85-14
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The imposition of a countervailing duty in the imports of one or more countries 

would, in turn, have an effect on the ability to satisfy increasing U.S. demand for 
apple beverages. In the period from 1978 to 1982, U.S. per capita consumption of 
apple juice increased by approximately one-third. During the same period of time, 
imported apple juice (derived from concentrate) held a relatively constant share of 
the growing U.S. market. Without the availability of imported concentrates from 
key source, the growing demand in the United States could not be met. Thus, a re 
duction in imports resulting from the imposition of a countervailing duty on a 
majr>- foreign supplier would threaten the vitality and growth of the United States 
market for apple juice, particularly in times when domestic apples for processing 
are scarce.
Conclusion

It is clear that the duty proposed by H.R. 2711 is not designed to accomplish any 
of the normal purposes of a tariff increase. It would neither generate revenues 
which justify its administrative costs, nor equally deter all foreign imported juice 
concentrates. Rather, it would: (1) with respect to a particular product, legislate dis 
criminatory treatment; and (2) unilaterally and prejudicially alter U.S. government 
policy and commitments with respect to our relations with foreign trading partners.

INTERNATIONAL APPLE INSTITUTE,
McLean, VA, Marvh 19, 1984. 

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: The International Apple Institute (IAI) represents ail seg 

ments of the country's apple industry, including approximately 10,000 growers 
through 26 affiliated state/regional organizations plus some 500 packing, shipping, 
sales and processing firms which handle upwards of 90 percent of all apples and 
apple products.

Our members have a vital interest in the overall, long-term welfare of the apple 
industry. We wish therefore, in response to the Subcommittee on Trade, Chairman 
Gibbon s March 12 announcement, to submit comments in support of H.R. 2711 
which is designed to bring apple and pear juice in respect to tariff policies in line 
with other juice products.

Apple people, much like most of the fresh produce industry, as evidenced by the 
absence of government intervention, have a strong free market orientation. They 
are firm believers in the importance of maintaining the free enterprise system—a 
vital part of which is (ree trade, both domestic and international. An essential ele 
ment of such trade is the absence of inequitable, unfair government intervention, 
which is the centerpiece of the problem being addressed by this legislation (H.R. 
2711).

The apple industry's posture on the broad issue of imported apple juice is guided 
by the following two basic principles:

(1) Economic equity in the marketplace.
(2) Product qualtiy credibility in the marketplace.
The first principle, which relates to the legislation, will be discussed in more 

detail. The second principle is being pursued with the Federal Drug Administration 
(PDA) by encouraging the establishment of a Standard of Identity for apple juice 
concentrage based on quality, chemical residue, patulin and other adulterations and 
additives. The U.S. per capita consumption of apple juice has increased substantially 
(from 6.5 Ibs. of fresh weight equivalent, to 11.0 Ibs.) during the past five years. The 
maintenance of a quality product in the marketplace is important to the consumer 
and key to this favorable trend continuing.

We view this legislation (H.R. 2711) as the right step to achieving a reasonable 
degree of economic equity in the marketplace. Apple growers expect to compete 
with normal cost and nront margins, but cannot do so when government adds a sig 
nificant subsidy factoi. The USDA Foreign Agricultural Service has documented 
such a practice by the Argentine government in the form of rebates and low inter 
est rate loans with liberal repayable schedules. The Economic Community (EC) 
Countries, some of which have become major apple juice exporters, also provide sub 
sidies.

The following points dramatically illustrate the impact these subsidies are having 
on this country s apple industry, particularly the growers:

1. The quantity of imported apple juice has increased by 205 percent (45.9 million 
gallons, single strength, to 139.8 million gallons) during the past four years;
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2. There has been a major shift from U.S. to foreign produced apples used for 

juice in the U.S. during the past 10 years, with the U.S. share decreasing from 77.3 
percent in 1973, to 52.9 percent in 1982;

3. The percentage of the U.S. domestic apple crop used for juice, in the fyearsace 
of a dramatic increase in juice consumption, has remained relatively constant at 22- 
24 percent during the past four years, ranging from a high of 50.9 million bushels to 
a low of 42.2 million bushels, with the low being 1982, the most recent full crop 
year;

4. Argentina by a wide margin has consistently enjoyed a dominating share of the 
U.S. apple juice impsorting market, ranging from a low of 40 percent, to a high of 
68 percent during the past five years.

We urge the Ways and Means Committee's favorable consideration of H.R. 2711. 
We_believe doing so is in the public interest*, by providing the small needed change 
necessary in the form of a countervailing duty to restore an economically equitable 
marketplace environment essential to the maintenance of the free market system 
which is important to the apple industry, as it is to all Americans. Hopefully, such 
equalizing action will result in the bilateral disappearance of subsidies and duties. 

We are grateful for this opportunity to comment, and would welcome the change 
to respond to questions or provide additional information. 

Sincerely,
JOHN J. MANDY, President.
DERL I. DERR, Executive Vice President.



H.R. 2776
Relating to the tariff treatment of gut imported for use in the manufacture of sur 

gical sutures. 
See also comments of American Farm Bureau Federation at p. 189.

STATEMENT OF HON. WILLIAM R. RATCHFORD, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF CONNECTICUT

Mr. Gibbons, Members of the Subcommittee, I submit this testimony in support of 
H.R. 2776, I have introduced this bill on behalf of Davis & Geek, a division of Le- 
derle Laboratories, American Cyanamid Company, a firm in my district.

Davis & Geek has been a quality manufacturer of surgical sutures since 1901. 
This firm manufactures surgical sutures under highly controlled environmental con 
ditions. Surgical sutures manufactured from catgut strands are classified as absorb- 
able sutures and as such, must meet stringent physical and biological standards as 
required by the U.S. Pharmacopeia and Good Manufacturing Practices for Medical 
Devices as regulated and enforced by the Food and Drug Administration.

The firm currently imports catgut, purified mammal collagan, from Australia for 
the manufacture of sutures. At present, to satisfy tariff classifications, the catgut is 
sterilized in Australia and then shipped to the United States. Sutures are again 
sterilized upon completion of the manufacuring process.

H.R. 2776, a tariff reclassification, would allow Davis & Geek to import unsteri- 
lized catgut and thereby utilize a new election beam method of sterilization upon 
completion of the manufacturing process. This new method of sterilization would in 
crease tensile strenth, a necessary property in surgical sutures.

Davis & Geek is currently importing sterile catgut suture material lengths, classi 
fied in the TSUS 495.10 and dutiable at 6% ad valorem. However, non-sterile catgut 
suture material is classified in TSUS item 792.22 and dutiable at 12.4% ad valorem. 
Catgut currently imported by Davis & Geek can not be utilized by the racquet 
stringing industry—surgical catcut is cut to five foot lengths whereby racquet 
stringing catgut is cut to twenty foot minimum lengths.

H.R. 2776 would allow Davis & Geek to substantially improve product quality and 
have no significant revenue impact. I ask favorable consideration of this bill. Thank 
you.

Any questions regarding this legislation should be addressed to Pat Kery of my 
staff at 5-3822 or St. Clair ".weedie, Director, Government Relations, American Cy 
anamid Company at V»y-OC22.

(200)



H.R. 2851
Relating to the duty on certain knives (commonly known as snap blade tools) 

having movable blades. 
No comments received on this bill.

H.R, 2947 
To provide for the temporary suspension of duty on the importation of fluorspar.

STATEMENT OF HON. PAUL SIMON, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF ILLINOIS

H.R. 2947 should be rejected by the Ways and Means Committee for the following 
reasons:

1. National Security. Fluorspar is considered one of our most strategic minerals, 
necessary in the production of steel, aluminum, fissionable uranium, and all fluo- 
ride chemicals, including refrigerants.

The raw material independence of the U.S. requires that all sectors of the U.S. 
mining industry be strengthened, not weakened, or we will be moving to the status 
of a second class'power.

There is no satisfactory substitute for fluorspsi in its major metallurgical or 
chemical applications. A continuous supply of fluorspar is therefore necessary for 
the steel, aluminum, and chemical industries. It is vitally important that we insure 
a continued domestic supply of this mineral and not become totally dependent on 
imports. It is so strategically important that on March 13, 1981, when President 
Reagan announced the beginning of a major purchase program for the National De 
fense Stockpile, fluorspar was listed as a priority material to be acquired. Although 
funds were appropriated for the program in 1982, no fluorspar was added to nor de 
leted from the stockpile.

Currently, U.S. stockpile for metallurgical grade fall 76 percent short of the goal 
that has been set and acid grade fluorspar stockpiles fall 36 percent short of the 
goal. Thus, the actual supply of fluorspar for the national stockpile falls far short of 
the stockpile objectives.

2. Domestic Employment Impact. In 1946, approximately 5,000 people were em 
ployed in the U.S. fluospar industry. Today, according to the Bureau of Mines, only 
300 people are employed in the industry. Increased import competition has closed 
down the marginal fluorspar producers and even some of the larger producers.

The District I represent accounts for well over 90 percent of all domestically pro 
duced fluorspar. In April, 1982, Inverness, one of the largest fluorspar mining oper 
ations in the country, stopped production from its mines and mill near Cave-In- 
Rock, Illinois. Approximately 180 persons lost their job as a result of this shut-down. 
The unemployment rate in Hardin county, home of Inverness, now stands at 20.8 
percent, the second highest unemployment rate in Illinois.

According to management, Inverness was closed because of high mining costs and 
the high value of the dollar, making foreign investment economically attractive.

The Ozark-Mahoning Company, the Nation's largest fluorspar producer operates 
mines in both Pope and Hardin counties, Illinois. The operation employs 185 people. 
Should this mine shut down, unemployment in both counties would jump to about 
35 percent. To the extent that a suspended duty diverts domestic purchasing of 
fluorspar from the United States to foreign producers, domestic employees in the 
fluorspar industry will be affected. But most importantly, the removal of the small 
margin of protection which the current duty supplies could easily dampen the con 
siderable potential for expansion of the domestic fluorspar industry and the loss of 
considerable job possibilities.

3. Impact on U.S. Reserves of Fluorspar. There are estimated to be 50 million un- 
mined short-tons of ore reserves in Tennessee and 35 million in Alaska. Idaho con 
tains an additional 4 million short-tons and New Mexico another million. Fluorspar 
is also found in Colorado-, Texas, Arizona, Montana, Nevada, and Utah.

(201)
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Despite their very large deposits, neither Tennessee nor Alaska has reported any 

fluorspar production. The Bureau of Mines reports that most of the new U.S. fluor 
spar reserves discoveries were inspired by the 40 percent price increase that oc 
curred from !!)(>!) to 1974. Clearly, a decrease in prices brought about by suspension 
of duties would further contribute to the cutback in discovery and development.

4. The current fluorspar duty involves only a minor cost burden to domestic pur 
chasers of the material. Although the current fluorspar duty provides some measure 
of protection to the domestic industry, it involves a miniscule addition to consumer's 
cost. The duty currently accounts^for 0.059 percent of steel costs per ton. And the 
Bureau of Mines found that in T983 the duty accounted for 0.037 percent of steel 
costs per ton.

5. H.R. 2.947 and the Multilateral Trade Negotiations. H.R. 2947 would result in 
the United States making a unilateral concession on fluorspar, without receiving 
any reciprocal concessions from our trading partners. In general, tariff matters af 
fecting U.S. products should be resolved in the Multilateral Trade Negotiations 
(MTN) in the General Agreement on Tariffs and Trade (GATT), whei. the United 
States can receive reciprocal concessions from our trading partners.

6. A chief beneficiary of the duty suspension on fluorspar imports will be the Re 
public of South Africa. South Africa is a major producer of fluorspar and one of the 
major exporters of fluorspar to the U.S. market. South Africa's enormous reserves 
produce more fluorspar than is needed in its domestic market; therefore, most of its 
production must be exported.

Ten years ago, South Africa accounted for only 0.2 percent of our imports. By 
1974 that figure had risen to 23 percent of the market, and last year it gained 39 
percent of the market, second only to Mexico. It is unwise fn- us to become increas 
ingly dependent on a country with an official policy of racial segr«,~°tion. I think a 
majority of Members of the House would agree with this, based on Bill Gray's 
amendment to the Export Administration Act last October 27,1983, prohibiting new 
U.S. investments in South Africa. There were well over 218 Members firmly commit 
representing broad, bipartisan support. H.R. 2947 should be very carefully consid 
ered with regard to the benefits bestowed on South Africa, a country which United 
States foreign policy has been encouraging to change its racial policies.

NEW YORK, NY, March 28,1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR SIR: I am writing this letter in opposition to H.R. 2947, a bill which would 

suspend the duty on the importation of fluorspar. This is a special interest bill 
which would provide temporary benefits to a few importers at the expense of Ameri 
cans generally, both as consumers and as job-seekers.

The bill would further strangle the already beleagured fluorspar industry in this 
country, and would not make fluorine products one cent cheaper for consumers or 
provide one new American job.

Imports already account for over 85% of U.S. flourspar consumption. Nearly all of 
these imports come from Mexico, South Africa and China. Mexican supplies, while 
plentiful now, are not expected to last very long; and the U.S., which uses nearly a 
third of world production, is going to have to develop a fluorspar production capabil 
ity of its own or be at the mercy of a handful of suppliers halfway across the world. 
Stamping out this production capability is hardly the way to go at this time. Main 
taining a modest duty, on the other hand, would be entirely appropriate in the cir 
cumstances, and indeed is what the tariff laws are for.

The figures given by U.S. Bureau of Mines Bulletin 671 amply demonstrate the 
future need for a buoyant fluorspar industry in this country. The permanent inter 
ests of the American consumer will not be served by removal of a tariff which is 
scarcely a burden to the importers and barely enables the domestic industry to sur 
vive.

Let's keep our fluorspar production capability alive. We are soon going to need it 
badly.

Very truly yours,
JOHN LEE CARROLL.
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STATEMENT OP E. I. DU PONT DE NEMOURS & Co.

E. I. du Pont de Nemours and Company, a Delaware corporation with offices lo 
cated at 1007 Market Street, Wilmington, Delaware 19898, has imported fluorspar 
from Mexico and other sources for many years. The fluorspar which we import is a 
prime raw material used in the production of Hydrofluoric acid. Hydrofluoric acid is 
used in the' production of refrigerants, fire extinguishing agents, solvents, blowing 
agents, propellents, plastic resins and textile products.

Imported fluorspar currently accounts for substantially all domestic consumption. 
Our periodic attempts to meet even a portion of our annual requirements from do 
mestic sources have failed to such an extent that we no longer conduct the futile 
exercise of attempting to locate domestic sources of fluorspar. Furthermore, our own 
geologists have confirmed government survey reports that known domestic reserves 
are extremely limited and consist largely of low-grade ore.

In the production of hydrofluoric acid, it is essential that we use a grade of fluor 
spar-described by industry as acid grade. The Tariff Schedules of the United States 
define acid grade fluorspar as containing over 97 percent of calcium fluoride. Such 
material is dutiable under Item 522.21 at the Most-Favored Nation (MFN) rate of 
$2.10 per long ton. Occasionally, however, we import fluorspar which has a calcium 
fluoride content of slightly less than 97 percent and is subject to a (MFN) duty rate 
of 13.5 percent ad valorem under Item 522.24 of the Tariff Schedules.

We also maintain that approval of legislation to suspend the current tariff on 
fluorspar is needed to correct an anomaly in the current U.S. Tariff Schedules. Im 
portations of hydrofluoric acid into the United States are free of duty under Item 
416.20 of the Tariff Schedules. Fluorspar, on the other hand, a necessary ingredient 
in the manufacture of hydrofluoric acid, is dutiable. As a consequence, the existing 
duty structure strongly favors the location of new hydrofluoric acid investments out 
side the United States.

In conclusion, fluorspar is essential to the continuation of a vital industry with a 
substantial employment level and we are unable to meet even a small portion of our 
requirements from domestic sources. We therefore urge approval of H.R. 2947 which 
will suspend the current import duty provided therefor in Items 522.21 and 522.24 of 
the Tariff Schedules of the United States.

STATEMENT OF GILL MONTGOMERY, CONSULTING ENGINEER, ON BEHALF OF HASTIE 
MINING Co. AND THE MINERALS EXPLORATION Co.

*x

I am a graduate mining geologist and mining engineer, BS in both, University of 
Missouri at Rolla, Class of '34.

For most of my working life, since 1941,1 have been connected with the domestic 
fluorspar industry in Illinois and Kentucky. From 1941 until 1975 I was engaged in 
fluorspar exploration and mine development, including opening the largest fluor 
spar orebody that has been found in the U.S., near Cave in Rock, 111. From 1952 
until 1975, when our company was sold to Allied Chemical Corp., the largest fluor 
spar consumer in the U.S., I was general manager and vice president of the Fluor 
spar mining division of Minerva Oil Co. During these years our company was second 
only to the Ozark-Mahoning Co. in the production of acid, ceramic and metallurgical 
grades of fluorspar concentrates, plus co-products of zinc, lead and barite. We oper 
ated five underground mines and two flotation mills.

I arn well acquainted with the U.S. fluorspar ore reserve situation, and all of the 
mining and milling methods used in production. We counted some 80 consumers of 
fluorspar as customers, shipping by river barge, rail and truck.

Since 1975,1 have worked as a mining and geological consultant in fluorspar and 
related minerals. I have become acquainted with most of the fluorspar operations 
and ore reserves of the U.S., and am aware of thier large potential. I have also trav 
elled extensively to study the principal fluorspar producing areas of the world, in 
cluding Mexico, South Africa, Italy, Spain, France and England.

Several years ago the President became concerned about the danger of relying for 
strategic minerals on areas of the world where there was a political risk potential, 
or where supplies could be interrupted in case of war. He caused to be set up the 
Minerals Availability System (MAS) to be administered by the U.S. Bureau of 
Mines, the study to cover all strategic minerals over 50 percent of which had to be 
imported in fulfilling U.S. essential requirements. Fluorspar was certainly included 
because the U.S. now imports over 85% of the fluorspar it consumes. Most of it 
comes from Mexico, Cnina and South Africa, all nations where unstable conditions 
may occur near term. The MAS findings are available to guide policy making in 
such matters as stockpiling of strategic minerals, tariff protection of domestic min-
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eral production, and promotion of self sufficiency in production of strategic miner 
als.

In 1982 and 1983 I was part of a team ofgeologists and engineers that travelled in 
Mexico, South Africa, Namibia, Kenya, China, Thailand, Morocco, Tunisia, Italy, 
Spain, France and England, evaluating and studying fluorspar reserves and produc 
tion capabilities and mineral economics of the producers in those areas. That infor 
mation is in preparation by the U.S. Bureau of Mines.

Although there are impressive foreign reserves and mining costs at open pit 
mining operations that cannot be matched in the US, the proximity of the ore re 
serves in the Ohio river valley to several major consumer plants goes far to offset 
the foreign advantage given the moderate tariff protection that now exists. Some of 
the largest US reserves are in western states, where the reserves are still at a disad 
vantage because of the high rail freight rates.

A rather common misconception has been circulated by short-sighted consumer 
interests seeking to abolish the fluorspar tariffs is the need for the two-level tariff. 
One for the so-called acid grade, being grades of 97.0% CaFz or better, and all 
grades below that level. The tariff on acid grade for many years has been $1.87% 
per short ton, while the tariff on all flourspar of less than 97.0% CaF2 purity, and 
mistakenly called "metallurgical grade", bears a tariff of 13V4% ad valorum. Until 
recently the tariff on grades of less than 97.0% CaF» was $7.50 per short ton.

This unbalanced tariff application, where the higher grade bears the much lower 
tariff rate, dates from days during World War II when very little acid grade could 
be produced in the US, because mills had not yet been constructed capable of 
making acid grade flotation concentrate, not because of any ore reserve shortage.

Much of the acid grade material now being imported is being processed into bri- 
guettes for the US steel industry, and for numerous ceramic and flux uses, where 
lower grades of fluorspar formerly sufficed. But for these uses the foreign acid grade 
material is cheaper on a cost per fluoride unit base. (A fluoride unit is 1% in ore or 
20 Ibs. contained in a short ton of 2000 Ibs.) Actually, the chemical industry can and 
does use 96.% CaFz grade, but naturally will buy foreign 97% grade because of the 
low tariff on the higher grade.

I strongly urge that you oppose consideration of HR 2947 because it is not in the 
best interest of national security as regards safe sources of this strategic mineral.

It also damages chances for a revival of a domestic fluorspar industry in those 
areas of Illinois and Kentucky which presently suffer severe unemployment, and 
where fluorspar mining for many years was the principal industry.

My I assure you that an unpredjudiced study of domestic ore reserves shows that 
sufficient reserves have already been discovered by drilling that if put into produc 
tion could more that half way meet the nation's needs, and at selling prices competi 
tive with world prices on a delivered basis in normal times.

When demand rises to permit price increases that will offset high rail freight 
costs from several western states, where proven ore reserves are known, much addi 
tional domestic production can be forthcoming.

WASHINGTON, DC, March 30,1984. 
Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade, Committee on Ways and Means, House of Repre 

sentatives, Longworth House Office Building, Washington, DC.
DEAR MR. GIBBONS: The Mexican Fluorspar Institute is a Mexican trade associa 

tion made up of all the producers of fluorspar in Mexico. I am legal counsel to the 
Institute in the United States.

In response to your press release of March 12, 1984, the Institute would like to 
state that it supports H.. 2947 and would like the opportunity at a later date to 
present detailed information and oral testimony, if necessary, to the Subcommittee.

In brief, the duty on fluorspar (TSUS 522.21 and 522.24) is both very high and 
anomolous. The higher the percent of calcium fluoride in the product (the more 
highly refined it is) the lower the effective rate of duty. Hydrofluoric acid—the most 
highly refined form of fluorspar traded in quantity—is duty free (TSUS 416.20).

Moreover, this long-standing, inverse pattern of high duties cannot be related to 
present conditions in the domestic industry. There is little domestic production 
other than captive production, and the United States is almost entirely dependent 
on imports.

The Mexican fluorspar industry is in severe recession and important mines are 
closing. Suspension of the duty on fluorspar would be of value in reducing costs to 
the steel, aluminum and chemical industry—the principal consumers of fluorspar— 
and modestly stimulating to consumption of fluorspar.
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at an appropriate time. 

Sincerely yours,
W.N. HARRELL SMITH, 

Attorney for Mexican Fluorspar Institute.

MOODIE MINERALS EXPLORATION Co.,
Kuttawa, KY, March 30, 1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

Building, Washington, DC.
DEAR MR. SALMON: The following statement was prepared by Boyce Moodie, III, 

on behalf of himself. Address as follows: Boyce Moodie HI Minerals, Route #1 Bend 
of Rivers, Kuttawa, Kentucky 42055.

Mr. Moodie is a geologist and past manager of Frontier Spar Corporation. He 
presently operates his own exploration company actively engaged in the exploration 
for various minerals. His family has been involved in the production of fluorspar 
from Kentucky for over ninety years. He is the fourth generation in the business.

SUMMARY
I request you defeat HR 2947. I have worked diligently with the legislators of 

Kentucky for the removal of the 4Vfe% severance tax of fluorspar and I am delighted 
to say that Governor Collins signed HB 93 today. Which permanently removes the 
tax. The industry has been given a shot in the arm. It would be counter productive 
to the efforts of our state if you allow HR 2947 to pass. 

Please Defeat H.R. 2947. 
Sincerely,

BOYCE MOODIE III.
Attachments.

[Prom the Paducah (KY) Sun, Feb.8. 1984)

REOPENING OF FLUORSPAR MINE MAY DEPEND ON LEGISLATURE

(By Bill Bartleman)
FRANKFORT, KY.—Fluorspar minning could again become a major industry for 

Livingston and Crittenden counties if the Kentucky General Assembly repeals a 4.5 
percent severance tax on fluorspar, zinc, lead and barite.

Boyce Moodie of Kuttawa, whose family has been involved in the mineral busi 
ness in western Kentucky since 1876, said lifting the tax would help him put togeth 
er a $2 million package to buy equipment to reopen a Crittenden County mining 
operation shut down in 1979. Fluorspar is used in the production of steel and alumi 
num, and in the atomic industry among other purposes. Most fluorspar used in the 
U.S. is imported from Mexico.

Moodie said that because of competition, the 4.5 percent tax is keeping investors 
out of Kentucky. He said mining is done in Illinois, where there is no such tax.

Reopening one mine eventually would provide about 100 jobs for residents of Crit 
tenden, Livingston, Lyon and Caldwell counties, according to Moodie, who added 
that salaries and other operating expenses would pump about $500,000 a month into 
the local economy.

Rep. Joel Ellington, D-Paducah, whose district includes Livingston County and 
most of Crittenden, has introduced a bill removing the severance tax from fluorspar, 
lead, zinc and barite—all of which come from a fluorspar mine.

Moodie and representatives of several firms interested in providing financial sup 
port for the project met privately three weeks ago with key members of the House 
Appropriations and Revenue Committee.

Rep. Ramsey Morris, D-Hopkinsville, vice chairman of the committee said no 
fluorspar mining is done in the state now, so lifting the tax would not reduce state 
revenues.

"I see where it is going to be an economic benefit to repeal it," Morris said, 
adding that he intends to co-sponsor Ellington's bill. Morris said he hopes to meet 
with Gov. Martha Layne Collins next week to discuss it.
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—Moodia said ho has negotiated the purchsso o£a miUiag^Rgehiaey located at the 
old Frontier Mine in Crittenden County, from U.S. Steel for about $1 million. He 
said a new one would cost about $9 million.

The milling machine hasn't been used since the mine closed in 1979, but he said it 
is in excellent condition.

Moodie opened the Frontier Mine in 1969, and later sold it to company purchased 
by U.S. Steel. He continued as the mine's general manager until it was closed.

Moodie said if he isn't able to put together a deal soon to purchase the mill, he 
fears U.S. Steel will dismantle it and move it. "If that happens, it's going to be 10 to 
20 years before anyone could afford .... to start from scratch," he said.

One potential customer for fluorspar is the Pennwalt plant at Calvert City. Penn- 
walt uses fluorspar in the production of hydrochloric acid. At one time, Moodie said, 
his mine provided the company with 30 to 40 percent of its fluorspar requirements.

Pennwalt operates its own mines in Illinois, but Moodie said he may be able to 
provide fluorspar at a lower total cost because of the proximity of his mine to the 
plant.

Moodie said one firm interested in backing him is Reynolds Aluminum, owner of 
mineral rights to about 10,000 acres of land in western Kentucky.

Fluorspar and the other minerals are extracted in deep-mining operations, from 
depths of 700 to 800 feet, Moodie said.

Moodie said that until World War II, Kentucky was the nation's top fluorspar- 
producing state. He said 2,000 people were employed in mines in the Livingston- 
Crittenden County area.

However, competition from Mexico eventually took over the market.
Moodie said his family has been involved in the mineral business in western Ken 

tucky since 1876, when his great-grandfather, Francis Berrian Moodie, began buying 
and selling minerals.

[From the Paducah (KY) Sun. Mar. 2f>, 1984)

MINERALS TAX RELIEF BILL AWAITS GOVERNOR'S PEN
FRANKFORT, KY.—A bill to provide tax relief for minerals mined in Livingston 

and Crittenden counties was approved by the House Friday and sent to the gover 
nor.

The bill ran into problems earlier in the week when the House refused to agree to 
a Senate amendment to exempt out-of-state limestone sales made by two quarries— 
Reed Crushed Stone and Three Rivers Rock—in Livingston County.

However, supporters of the amendment, led by Rep. Lloyd Clapp of Wingo, used a 
parliamentary procedure to maneuver the bill back to the floor for.,consideration. 
After lengthy debate Friday, the House voted 48-41 to concur in the amendment 
and then repassed the bill 54-32.

The bill, introduced by Rep. Joel Ellington of Paducah, also exempts fluorspare, 
lead zinc, tar sand and barite from the 4'/z percent mineral severence tax. Those 
minerals are not now mined in Kentucky. Ellington said the tax break could result 
in the reopening of mines in Livingston and Crittenden counties and the creation of 
several hundred new jobs.

Opponents of the limestone amendment said its passage would cause the state to 
lose severance tax revenue now being paid by those two quarries.

Rep. J.R. Gray of Benton, however, said the quarries have been losing their share 
of out-of-state limestone sales to firms from stat3s which do not have the tax. He 
ssaid one of the quarries in Livingston County has lost 69 jobs because of reduced 
sales.

HB 93 was signed by the Governor on March 30, 1984.

STATEMENT OF B.L. PERRY, VICE PRESIDENT, MINING DIVISION, OZARK-MAHONING Co.
The Ozark-Mahoning Company, a subsidiary of Pennwalt Corporation, through its 

Mining Division in Rosiclare, Illinois, has been a Flurospar producer since 1939. 
During most of these years, the Company was the United States' largest domestic 
producer. Ozark-Mahoning is currently the only remaining domestic producer of 
acid and ceramic grade fluorspar.

SUMMARY

I respectfully request that our opposition to H.R. 2947 (To Provide for the Tempo 
rary Suspension of Duty on the importation of Flurspar) be entered as testimony in 
the forthcoming hearings on the above mentioned Bill.
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(a) The economic impact, resulting from the passage of H.R. 2947, would jeopard 
ize the existence of a small but vital domestic industry.

(b) An elimination of the remaining domestic production would place the United 
States entirely dependent upon foreign imports for a large volume strategic materi 
al.

(c) The total elimination of domestic production opens the door for aggressive for 
eign market manipulation and more severe trade deficits.

(d) The termination of domestic fluorspar mining operations in Southern Illinois 
would exacerbate an already serious local unemployment problem.

SUPPORTING STATEMENT

Since the year 1939, when the Ozark-Mahoning Company explored and developed 
mines in Southern Illinois, they have remained a continuous and reliable source of 
flurspar.

In spite of ever present foreign competition from Spain, France, Italy, Mexico, 
South Africa and China, Ozark-Mahoning's operations have remained economically 
viable until the recent entry of Chinese fluorspar into the U.S. market.

The resulting recent price decreases fomented by the importation of large quanti 
ties of low priced fluorspar from China has not only jeopardized the domestic indus 
try but has likewise been very damaging to the Mexican Fluorspar producers. This 
is mentioned because the strategic nature of fluorspar dictates that high priority 
should be placed upon a stable source during an emergency period. Mexico is obvi 
ously our most secure source, second only to our own domestic production.

It seems a most inopportune time to consider the removal of a tariff that will 
most likely be fatal to pur own domestic industry, and reward those social and polit 
ical actions are offensive to our government's rhetoric and desires; namely China 
and South Africa.

The proponents and supporters of H.R. 2947 have honestly and sincerely stated 
two reasons for their support of the Bill. These reasons are: (1) They wish to help 
the hard pressed domestic steel industry obtain cheaper raw materials. (2) They are 
proponents of free trade.

With regard to the domestic steel situation; it should be understood that the aver- 
. age fluorspar consumption is approximately five pounds of fluorspar per ton of steel 
produced. Under current pricing and tariff rates, this equates to between three and 
four cents per ton of steel for total tariff cost. It is hardly necessary to state that 
this insignificant amount cannot affect the competitive position of the domestic steel 
industry.

It hardly seems fair or logical to sacrifice an industry which currently produces 
approximately 10 percent of our Country's needs of a strategically vital industrial 
mineral, for no real benefit to any group.

To those who are supporting H.R. 2947 because of their advocacy to free trade, we 
must honestly reply that we likewise believe in the theory of free trade, if in fact it 
is truly free trade.

Our current fluorspar market structure, particularly as it applies to China, does 
not resemble a free trade arrangement. It would appear that the government of 
China has a need for dollars and the true cost for obtaining these dollars is of sec 
ondary importance.

It is normal for the crude ore production rate in many Chinese mines to be as low 
as one ton per man shift, while in our domestic mines, a rate of 30 tons per man 
shift is not unusual. In addition, the Chinese are transporting this material half 
way around the world and yet delivering it at considerably lower prices than a 
break-even rate for the most efficient domestic operator.

It is obvious, with such disparity in efficiency between U.S. and Chinese mines, 
China either subsidizes the losses in their fluorspar industry or they are flagrantly 
exploiting their workmen. In neither case should this be viewed as free trade.

With regard to Ozark-Mahoning's view of H.R. 2947, it is almost a certainty that 
passage of this Bill would result in the loss of one fourth to one third of our sales. 
This loss will occur in the ceramic-grade area, i.e., material assaying between 85 to 
96 percent fluorspar. The reduction of 13.5 per cent in pricing (current tariff rale) 
would make us non-competitive.

A resulting loss of 25 to 30 per cent of present sales would ultimately increase 
unit costs on the remaining production to the point of being non-economic.

It has been calculated that the closure of our operation in Hardin County Illinois 
would result in an unemployment rate of approximately 34 per cent.
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Based upon the foregoing Btayement, presented as testimony for hearings qn H.R. 
47, we respecttuuy req iest mat all tacts be tully considered and that bill H.R. 

2947 be defeated in subcommittee.

HEROD, IL, March 26, 1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: Attached is my testimony on H.R. 2947. The statement is 

being submitted on my own behalf as a geologist employed in mineral exploration.
I recommend H.R. 2947 be rejected for the following reasons:
1. It will harm present domestic producers and potential producers who are now 

closed down because of the adverse economy.
2. Domestic producers are trying to compete with very cheap foreign labor which 

is paid rates that would be unacceptable and illegal in the U.S.
3. The present duty has no significant impact on the consumer.
4. A viable domestic industry is presently vital to national security and due to the 

myriad of new compounds utilizing fluorine which are being developed, it may be 
significantly more vital in the future. 

With best regards, 
Sincerely,

JOSEPH A. PORTER.

STATEMENT OF JOSEPH A. PORTER
H.R. 2947, providing for the suspension of the U.S. tariff on fluorspar should be 

rejected by the House Ways and Means Committee. I submit the following reasons.
1. Passage of H.R. 2947 will constitute a serious threat to the survival of the nearly 

extinct domestic fluorspar industry. It will not only harm existing producers but will 
greatly discourage the re-opening of existing mining and milling facilities which are 
shut down, and discourage future investment in exploration and development.

Although the current duty on acid grade fluorspar is so low that it affords no pro 
tection, the loss of the tariff on sub-acid grade (-97% CaF2 ) concentrates would be 
very damaging to the domestic industry. In the course of making acid grade fluor 
spar by flotation, both domestic and foreign producers make a certain amount of 
sub-acid grade products. The amounts of sub-acid grade produced depends somewhat 
on the character of the ores and the efficiency of the mills.

The sub-acid grade concentrates are marketed by the domestic producers for uses 
in the ceramic and other industries and as feed for metallurgical briquettes whicn 
substitute for metallurgical lump fluorspar. An economically viable market for sub- 
acid grade products is necessary for the domestic industry to survive or be revital 
ized. Suspension of the duty will lower prices in this market to such an extent that 
domestic producers will no longer be able to compete.

Some of the sub-acid grade produced by the foreign producers is blended with 
higher than 97% CaF2 acid grade. The rest of it is sold if possible or stockpiled. This 
has resulted in foreign producers holding large stockpiles of sub-acid grade. If the 
tariff is suspended, this material will immediately be a flood on the market place at 
very low prices. The result will be long term damage to the beleaguered domestic 
industry and only short term benefit to consumers.

2. Suspension of the tariff will significantly reduce the domestic industry's ability 
to compete with cheap foreign labor. Cheap foreign labor is one of the primary rea 
sons that jobs in the domestic industry have declined from 5,000 in 1946 to 300 in 
1983. It is not so much that U.S. wages are too high, but that wages in the compet 
ing countries are too low. AH of the foreign producers utilize cheap labor. Most of 
the fluorspar imported into this country is produced by labor which is paid substan 
tially less than the legal U.S. minimum.

The domestic fluorspar industry has been in a decline for years. As a consequence 
wages have tended to lag behind the rest of the U.S. The average wage is now about 
$12 per hour, including fringe benefits. This is substantially less than other seg 
ments of the U.S. mining and manufacturing industries.

In sharp contrast are the wages paid in the competing countries. Mexico furnishes 
62 percent of the U.S. imports. Mexican labor is paid the equivalent of $2.50 to $3.00 
per hour. Exports from the People's Republic of China are making entries in the 
U.S. and world markets at very low prices. Chinese miners earn about the equiva 
lent of $1.10 per day. The total labor cost of Chinese concentrate is probably about 
$3.50 to $4.00 per ton.
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South African producers have two advantages over domestic producers in terms of 

' $2.00rales are lower, iney vary between $2.00 and $4.00 per hour 
for ordinary labor and $5.00 to $6.00 for higher skills (does not include fringe bene 
fits). In addition, their labor costs are lower because they produce from relatively 
new, modern, highly mechanized, large volume open pit mining operations.

Utilizing labor at rates comparable to those available to the foreign producers 
would not only be socially unacceptable but would also be illegal in this country.

3. The tariffs cost is insignificant. According to figures published by the U.S. 
Bureau of Mines, steel requires 2 to 20 pounds of fluorspar per ton of steel produced. 
The average requirement is 6.5 pounds. A duty of $11.00 per ton of metallurgical 
grade fluorspar (containing 70 percent effective CaFj, or 1400 pounds) would amount 
to 0.8$ per pound. The cost of the duty per ton of steel produced would range from 
1.6* to 16* and average 5.2*.

The duty on acid grade fluorspar is of similarly little significance. The manufac 
ture of 1 ton of anhydrous hydrofluoric acid requires approximately 2.2 short tons of 
acid grade fluorspar. The duty on the 2.2 short tons amounts to $4.11. This amounts 
to 0.2* per pound for the HF which is priced at approximately $0.72 per pound.

These costs are a small price to pay to maintain the vital domestic fluorspar in 
dustry and the Jobs it furnishes.
• 4. A domestic fluorspar industry is vital for national security. Because of its 
present and future strategic significance, it is in the nation's best interests to have a 
viable domestic industry. The passage of H.R. 2947 will hasten this industry's 
demise.

There is a large volume of literature attesting to the traditional strategic uses of 
fluorspar. However, there has been little consideration given to the future. Fluorine 
chemists are currently developing many new materials which will have significant 
strategic application. As we move further down the road to even higher technology, 
the number of strategic materials derived from fluorine will undoubtedly increase 
substantially.

A detailed study of the multitudes of new materials, both developed and undevel 
oped, should be made to assess the future strategic importance of fluorspar. This 
should be done (possibly by the U.S. Bureau of Mines) before H.R. 2947 is consid 
ered. It could also serve to structure a fair tariff for all fluorspar products.

SEAFORTH MINERAL & ORE Co., INC.,
Cleveland, OH, March 20, 1984. 

Mr. JOHN J. SALMON,
Chief Counsel, Committee Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: This company, the second largest producer of fluorspar in the 

United States, does not feel the present import duty on fluorspar helps our industry 
and, therefore, should be eliminated.

The duty on acid grade of approximately $1.88 per short ton is about 1.14 percent 
of the selling price of dried commercial fluorspar.

The duty on less than 97 percent CaF 2 , of 13% percent ad volorum is a function 
of the value at the shipping point and can be as low as $8.00 a ton.

During the past two and one half years the selling price cf foreign acid grade 
fluorspar has dropped $45.00 a short ton and there is no way an import duty can 
match this rate. This price reduction is a result of the high value of the dollar, 
lower ocean rates and the general low world economy which makes the U.S. a more 
attractive market.

The present duties, unfortunately, are illusionary and do not help our industry. In 
1984, 92-95 percent of all fluorspar consumed in the United States will be imported. 
If we eliminate the captive market tonnage consumed by parent companies the rate 
of imports would be 98 percent of total consumption. There might be only 10,000 to 
20,000 tons of all grades of fluorspar sold to commercial industries in the U.S.

Our mining industry in unfairly penalized by both federal and state taxes that 
total many times the present U.S. duty on imported ore. In Illinois, our Workmen's 
Compensation tax was 14.33 percent because we are a mining company. In 1981, we 
paid Workmen's Compensation Insurance in the amount of $260,000, compared to 
our actual cost of $22-23,000 for out of pocket expenses. Also, in Illinois, mining 
companies are assessed 4% percent "use tax on supply and equipment purchases 
whereas manufacturing companies are free of this tax. Having variable employ 
ment, we also pay the highest unemployment compensation taxation.

Based on the above, in place of the present duty, I would suggest a subsidy to U.S. 
mining companies that sell fluorspar commercially or for export. The subsidy should
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be variable using a base of the currencies of Mexico, South Africa, Spain and Italy, 
the n'.sjcr faraig.i impoilcm of "umopoi. The tonnage that wJuiu teISGia commer 
cially would be in the range of 50-100,000 short tons.

John Naisluth of "Megatrends", does not believe in subsidizing but then he 
doesn't know about the repressive taxes we pay nor how we have become the whip 
ping boys of the Environmental Protection Agency.

I have never believed in subsidizing an industry, however, if we credit income 
taxes paid by working personnel, taxes on purchases, plus all other taxes including 
real estate, they would more than make up the subsidy. Any profits, of course, 
would be taxed. Being a variable rate, the subsidy would be reduced as the dollar 
weakened.

Import duties as they presently are set, are not a protection to U.S. fluorspar in 
dustry and we are kidding ourselves if we believe that. 

Very truly yours,
JOHN McCLURG, President.

[Attachment retained in subcommittee files.]



H.R. 3153
To implement the Customs Convention on Containers, 1972. 
No comments received on this bill.

H.R. 3159
To require that customs duties determined to be due upon a liquidation or reliqui- 

dation are due upon that date, and for other purposes.
ABE M. KNIPPER, INC., 

Inwood, NY, April 20, 1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: We would like to express our concern about H.R. 3159, a bill 

to assess interest on duty payments. Is there a provision in this bill for protesting 
the interest payments on billing errors?

The bills are generated on a consumption entry number and an importer of 
record number. Importers and Custom brokers affix that number on all entries. If 
for some reason, a Customs employee in data processing inputs the wrong I.R.S. 
number (by transposing numbers or omitting suffixes), the bill would be sent to the 
wrong importer. Would it be right for this importer to pay interest on a bill which 
clearly does not belong to him?

On many occasions, U.S. Customs Services issues bills for additional duty because 
some documents, (i.e., certificate of origin, Form A) are missing at the time of liqui 
dation. Quite often when these bills have been issued, brokers and importers elect to 
protest instead of paying. The protest usually provide receipts, indicating that these 
documents have been presented to Customs. Again, should importers pay interest on 
a bill which should not have been rendered?

Another case in point, it has happened in the past, where the incorrect importer 
number has been affixed to formal entries. When the bills are rendered to the 
wrong party, the party wants to have the bill cancelled because they cannot match 
it up with any of their records. It can take upwards of 30 to 60 days to have a bill of 
this nature corrected. Again, should the importer he required to pay interest on an 
unjustified bill?

There are provisions in Code 19 Federal Regulations for Customs to demand pay 
ment from Surety. If the object of the bill is to speed up collections, then Customs 
should demand sureties to pay faster. Otherwise, what purpose are the sureties serv 
ing?

Conversely, are there any provisions in this bill which proposes to pay interest on 
refunds (including countervailing duties), which can be held by Customs three years 
or more?

Is this bill intended to dissuade or deter imports, improve the trade deficit, or is 
this a bill to balance the budget? We would hope that the committee would address 
and respond to the aforementioned questions, in order that we could advise our im 
porting clients accordingly. 

Sincerely yours,
MICHAEL VENY, Vice President.

AMERICAN ASSOCIATION OF EXPORTERS AND IMPORTERS,
New York, NY, March 27,1984. 

Mr. JOHN J. SALMON, 
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth

House Office Building, Washington, DC.
PEAK MR. SALMON: This refers to the request for written comment's on certain 

tariff and trade bills as announced in the Trade Subcommittee's Press Release #29, 
dated March 12, 1984. Included in the announcement is H.R. 3159. H.R. 3159 would 
amend section 505 of the Tariff Act of 1930, 19 U.S.C. § i505, to require that in-
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creased Customs duties determined to be due upot. liquidation or reliquidation are 
payable immediately. Additional duties not paid within 25 days of liquidation would 
accrue interest penalties. At present such additional duties are not payable until 90 
days of after liquidation, unless a protest is filed in which case payment may be 
delayed until 180 days after the protest is denied.

The American Association of Exporters and Importers reemphasizes its opposition 
to H.R. 3159. In the statement submitted November 22, 1983 we strongly supported 
the status quo. That position has not changed in the intervening months. If any 
thing, AAEI, in concert with other interested representatives of the private sector, 
is even more firmly opposed to H.R. 3159.

As we noted last year, the legislation is unnecessary to resolve any difficulties 
faced by the Customs Service, is fundamentally inequitable, and would work a seri 
ous and unnecessary hardship on importers, many of which are small businesses. 
For these reasons we urge that H.R. 3159 be tabled.

AAEI appreciates the opportunity to comment on this issue. 
Sincerely,

1 EUGENE J. MILGSH, President.

AMERICAN BAR ASSOCIATION, 
SECTION OF ADMINISTRATIVE LAW,

Chicago, IL, March 21,1984.
JOHN J. SALMON, Esq.,
Chief Counsel, Committee on Ways and Means, House of ttepresentatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: The Section of Administrative Law submits the annexed state 

ment as its comments relating to H.R. 3159, a bill to require that additional customs 
duties are due and payable immediately upon a liquidation or reliquidation. I am 
authorized to state that the ABA's Standing Committee on Customs Law fully sup 
ports our views.

We recommend an intermediate position with respect to the required payment 
date between that called for in the bill and the lengthy delay in payment that is 
available in accordance with present law under the Heraeus-Amersil case (para 
graphs 1-2, p. 6 of our statement). Related comments on other provisions of the bill 
are also set forth in our statement (paragraphs 3-8, pp. 6-7). We would be pleased to 
further amplify our views if that would be helpful to the Subcommittee on Trade or 
the full Committee.

The views set forth in our statement are being presented only on behalf of the 
Section of Administrative Law (with the support of the Standing Committee on Cus 
toms Law, as noted above), and have not been approved by the House of Delegates 
or the Board of Governors of the American Bar Association. Accordingly they 
should not be construed as representing the position of the ABA. 

Sincerely,
M> RTIN F. RlCHMAN,

Section Chairman. 
STATEMENT OF THE AMERICAN BAR ASSOCIATION, SECTION OF ADMINISTRATIVE LAW

INTRODUCTION
H.R. 3159 is a bill to require that customs duties finally determined by the United 

States Customs Service to be due upon a liquidation of a customs entry for merchan 
dise imported into the United States are due upon that date. An entry is "liquidat 
ed" when Customs has finally computed and ascertained the duties due with respect 
to a particular Customs entry. A reliquidation may take place when it is found nec 
essary to correct or revise a liquidation for some reason. A notice of liquidation or 
reliquidation is issued by Customs for the information of those concerned.

The bill is rn Administration bill drafted in the Department of the Treasury, 
which was introduced by request in the House of Representatives by Chairman Sam 
Gibbons of the Trade Subcommittee of the Committee on Ways and Means. It is now 
before that Subcommittee for consideration.

WHAT THE BILL WOULD DO

Section l(a) of H.R. 3159, if enacted, would add a new subsection at the end sec- 
vion 505 of the Tariff Act of 1930, ae amended (19 U.S.C. 1505), to provide that duties 
determined to be due upon liquidation or reliquidation are due upon that date. If 
payment is not received by the appropriate customs officer within 25 days after that 
jate, the bill provides the duties owed would be considered delinquent. Interest on
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the delinquent amount would be payable from that date at a rate determined by the 
Secretary of the Treasury.

Under section Kb) of the bill, for amounts determined to be due in liquidations or 
reliquidations made before the effective date 30 days after the date of enactment 
and then remaining unpaid, the 25-day limit for payment would begin to run on 
that effective date.

Section 2 of the bill would also add a new subsection at the end of section 520 of 
the Tariff Act of 1930, as amended (19 U.S.C. 1520), authorizing the payment of in 
terest on any increased or additional duties paid, over and above the estimated cus 
toms duties deposited at the time of entry, calculated from the date of refund or the 
date of the filing of a summons under 28 U.S.C. 2632 in the Court of International 
Trade.

THE PRESENT LAW AND REGULATION

Until the decision of the Court of International Trade was affirmed by the U.S. 
Court of Customs and Patent Appeals in the case of Heraeus-Amersil, Inc. v. United 
States 671 F.2d 1356 (1982), the Customs Service had based its debt collection respon 
sibilities upon the regulatory provision (10 C.F.R. 24.3{e)) that a bill for duties, taxes, 
or other charges is due and payable upon receipt thereof by the debtor. However, 
the courts in Heraeus decided that increased duties determined on liquidation are 
not due and payable by the importer until either the pr< test period of 90 days from 
liquidation has expired without a protest having been filed (19 U.S.C. 1514) or, if 
filed and denied, until the 180-da-' period to appeal the denial to the Court of Inter 
national Trade as provided in 28 U.S.C. 2636 has expired.

THE PRESENT ADMINISTRATIVE PROCEDURES

Entry. All commercial shipments of merchandise to the United States are re 
quired to be entered through Customs to determine whether the merchandise is sub 
ject to the payment of duties, taxes, fees, or other charges, and, if so, the proper 
amount of such charges. At the same time, estimated duties and a bond guarantee 
ing payment of all charges are required to be deposited and posted. Upon presenta 
tion, the Customs officer reviews the entry before acceptance to determine whether 
the entries are routinely accepted as presented but if the Customs officer has reason 
to believe that the merchandise is incorrectly described or valued he may reject the 
entry and require that it be presented again in a form which is acceptable to him. If 
the importer or his broker should decline to make the entry in the form prescribed, 
the goods will not be released from Customs custody for use by the importer and 
storage charges may accrue. Thus it is, practically speaking, the Customs officer and 
not the importer or his customs broker who determines the description and value of 
the imported object to be given in the Customs entry.

Liquidation and billing. When the Customs officer has determined finally the cor 
rect description or "classification" and the valuation of the imported merchandise, 
the rate of duty is found in the Tariff Schedules of the United States (19 U.S.C. 
1202), the amount of duty due is calculated, and a notice of liquidation is issued. At 
the same time, a separate bill for any increased or additional duties or taxes which 
may have been found to be due is prepared and sent to the importer of the mer 
chandise or the importer's customs broker. If the bill is not paid within 30 days, two 
additional bills are sent out at 30-day intervals. In due course, the surety on the 
bond required to be filed with each Customs entry is notified. At that time, if the 
bill still remains unpaid, the bending company must pay the claimed amount in 
order to avoid a possibility of being found delinquent and ultimately removed from 
the list of sureties recognized as approved bondsmen by the Department of the 
Treasury. The surety, then, is left to deal with the importer and effect collection of 
the amount the surety has been compelled to pay on behalf of the importer to Cus 
toms. Payment thus may be delayed many days beyond the date of the first billing 
to the importer. No interest is charged on such a delayed payment.

THE COURT DECISION

Under the Heraeus-Amersil decision, supra, the payment of the amount over and 
above the amount deposited with the entry incident to the arrival of the merchan 
dise in the United States is not due at the time of liquidation or at the time of the 
receipt of the bill for additional duties. Further, it is not due at the end of the 90 
days allowed for filing a protest against the liquidation and, assuming a protest is 
timely filed, it is not required to be paid or deposited during the period when Cus 
toms is considering action on the protest, an indeterminable period of time. It is not
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required to be paid or deposited at the time of denial of the protest or during the 
succeeding 180-day period allowed for the commencement of an action in the Court 
of International Trade. It must however be paid to Customs on or before the filing 
of a summons or a summons and complaint commencing an action in that Court. If 
it is not paid at that time, the action will be dismissed with prejudice upon motion 
alleging the non-payment.

The only change in the system described above which would be effected if H.R. 
3159 should be enacted would be that the unpaid amounts of duty determined to be 
due upon liquidation or reliquidation would be due on the date of such liquidation 
or reliquidation. If that payment has not been received by Customs within 25 days 
after that date, interest at a rate determined by the Secretary of the Treasury to be 
applicable is to be assessed on the amount unpaid.

If H.R. 3159 is amended as proposed in the suggestion put forward by the Section 
of Administrative Law, the amounts billed for increased or additional duties and 
taxes will be due on the date that a protest filed against a liquidation or reliquida 
tion of any entry has been denied, or, if no protest has been filed, on the date that 
the period to file such a protest has expired. If that payment has not been received 
by Customs within 30 days after the applicable day, interest is to be assessed in the 
same manner as now provided in H.R. 3159.

THE DATES FOR PAYMENT COMPARED

The approximate dates on which payment would be required under the applicable 
requirements (1) before the date of the decision in Heraeus-Amersil; (2) after that 
date; (3) under H.R. 3159; and (4) under the proposal approved by the Council of the 
ABA Section of Administrative Law are set out below. Those calculations have been 
based upon the following assumptions:

(1) A uniform liquidation date of April 1, 1983; (2) in each case when applicable 
the importer's protest was filed on the last day of the statutory period for such 
filing; (3) a uniform period for consideration by customs of 60 days before denial; (4) 
in each case when applicable, the summons or a summons and complaint was filed 
in the Court of International Trade on the last day permitted for such filings; and 
(5) in the period before Heraeus-Amersil payment was made within 60 days of the 
date of billing, thus avoiding any necessity for forwarding the matter to the United 
States Attorney concerned, a final resort, for collection or other action. On the 
above assumptions, therefore, the approximate dates for payment for each of the 
items described above would be: (1) after Heraeus-Amersil, March 1, 1984; (2) under 
H.R. 3159, April 25, 1983; (3) under our proposal as approved by the Council of the 
Section of Administrative Law, October 1, 1983; and (4) as the matter stood before 
Heraeus-Amersil, June 1, 1983. It is thus apparent from the example given that, 
under the proposal approved by the Council of the ABA Section of Administrative 
Law, payment would be required to be made approximately 150 days sooner than 
under existing law as decided in Heraeus-Amersil. While payment under H.R. 3159 
would be required to be made substantially earlier than under our proposal, it 
would be at the expense of inadequate time to exhaust administrative procedures 
available to the importer, which procedures should not be impinged upon and 
should remain available to importers.

THE SECTION'S OBJECTIONS TO THE BILL'S PROVISIONS
(1) The period of 25 days which would be allowed under H.R. 3159 for payment of 

increased duties is totally inadequate. In that period, the importer would necessarily 
have to inform himself as to the basis of assessment since the notice of liquidation 
gives only the amount claimed to be due, the port of entry, and the Customs entry 
number. This endeavor could well occupy more than the 25-day period proposed and 
other necessary arrangements for payment could require additional time up to the 
90-day period allowed now for protest.

(2) Importers who are in disagreement with the increased duty assessment should 
not "Be required to pay such increased duties upon liquidation or at any time before 
their rights to seek administrative review have expired.

(3) The amounts which are so assessed are often quite large. Although they may 
in proper Instances be cancelled, upon administrative review, the requirement for 
payment before the facts upon which the assessment is based and without full op 
portunity to apply for administrative review, would produce an exceedingly harsh 
result. And this in the face of the fact that it is Customs itself which initially deter 
mines the amount of duty to be deposited. In many cases, the changes in classifica 
tion of the imported merchandise or advances in v^l. • may be determined months 
or years after the goods have been released by Customs and sold by the importer.
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Any such sale may have been made at prices based upon the facts known at the 
time of sale before the receipt of notice of increased duties. Payment of interest at 
current rates, would thus impose an additional servere hardship on importers, suffi 
cient perhaps to put many importers out of business, especially in the case of small 
er companies.

(4) The retroactive feature imposing interest on increased assessments on unliqui 
dated entries outstanding at the time of enactment, even though administrative 
review may be under consideration at the time, would be harsh and unfair.

SUMMARY OF POSITION

The Section of Administrative Law, American Bar Association:
(1) Opposes the provisions of section l(a) of H.R. 3159 which would make increased 

duties due upon liquidation or reliquidation and payable within 25 days thereafter.
(2) Alternatively, would not oppose a provision which would make increased 

duties due and payable within 30 days after the date of final decision on a protest or 
after the protest period has expired without a protest having been filed. Such a pro 
vision would advance payment by 150 days over that now allowed under Heraeus.

(3) Recommends that any amount assessed as interest by reason of late payment 
of increased duties be refunded to the importer or payee as a part of any amount 
returned if duties are eventually refunded.

(4) Opposes the retroactive effect of the provision for payment of interest on liqui 
dation? and reliquidations made after enactment and before the effective date of the 
Act in section Kb) of H.R. 3159 and recommends instead that the provisions be 
made applicable only to entries made on or after the effective date of the enact 
ment, a provision which is ordinarily and routinely included in legislative provisions 
governing importations of merchandise.

(5) Supports the provisions of section 2(a) for the payment by the Government of 
interest on any repayment of increased duties and recommends also that interest be 
paid on refunds of duty deposited against the original entry.

(6) Recognizes, and urges the Congress to recognize, that Customs, not the import 
er, should be responsible for any delays in the administrative process once a protest 
has been duly filed and that interest should not accrue during the period of any 
such delay.

(7) Opposes any requirement for payment of increased duties before the adminis 
trative process has been exhausted.

(8) Recommends that the legislative history of the bill include a suggestion that 
Customs discontinue its present practice of holding protests without action for the 
full statutory period of 90 days allowed for filing a protest after liquidation or re- 
liquidation in anticipation of the filing of an amended or a second protest, an action 
which occurs only infrequently, to the best of our knowledge and belief. An amend 
ment to the language of H.R. 3159 to accomplish the desired result is not being pro 
posed in order to avoid affecting adversely the rights of the protestant to amend his 
protest during that portion of the 90-day protest period remaining and any rights of 
others who may be concerned. While such an insertion would or might require Cus 
toms to consider a later-filed amendment or possibly an additional protest, this 
should not be a major impediment to the adoption of this suggestion and in the 
meantime Customs could accelerate the administrative procedures in the vast ma 
jority of cases in which amended or additional protests are not filed.

CONCLUSION
The Section of Administrative Law urges the amendment of H.R. 3159 in the 

course of consideration of the bill or any similar successor bill to conform to these 
views.

A copy of the bill marked to show the amendments recommended by lining 
through material to be deleted and by underscoring material to be added is at 
tached.
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98TH CONGRESS 
IST SESSION H.R.3159
To require thit customs duties determined to be due upon • liquidation or 

reliquidation are due upon that date, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES
MAT 26,1983

Mr. GIBBONS (by request) introduced the following bill; which was referred to the 
Committee on VTavs and Means

A BILL
To require that customs dudes determined to be due upon aafter a. protest has been filed and liquidation cr reliquidation are due/af«n taut aatc) tunics? deaugd, or after che time to file a protest has expired, and for other purposes. "^ —————— ——————

»
1 Be it enacted by the Senate and House of Represenla-
2 lives of the United States of America in Congress assembled,
3 That (a) section 505 of the Tariff Act of 1930 (19 U.S.C.
4 1505) is amended bj adding at the end thereof the following

5 new subsection:
6 "(c) Dudes determined to be due upon liquidation or

that a pretest filed against
7 reliquidation shall be due on the date/eMhat liquidfctteB-«f-

the entry covered by the 3 <gmita»f on or reliquidatior. has been denied 
or, in tne case where no protest tes been filed, the period to file 
a protest under Section 5i4(c) (2) of the Tarirr Act of 1930 (19 uTif.C. 15J4(c) (2) has expired/

8 lelluulilatiou. and unless payment of the duties is received by
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o
thirty

1 the appropriate customs officer within/hrenty-fivr days after the later 
of said dates, as the case nay be, payment

2 that 1 date, shall be considered delinquent and bear interest
denial of the protest or termination of the period

3 from the date of/liuuidjuun 01 velui inflation at <i miv ui'ii'i-
set forth in said section 514 (c) (3) of the Tariff Act of 1930, whichever

4 mined bv the Secretary of the Treasury.". occurs later, ata rate aeter-
5 (b) The amendment made by subsection (a) shall take

6 effect on the thirtieth dav after the date of the enactment of
and shall apply with respect to merchandise entered,

I thlS Act ancli/iuj iJiu^u^ca vi obplVlll^ the tuji^riiiLJicjil \\llll
or withdrawn fron warehouse, tor "consumption

8 reaped to liquidations and reliquidatien* made before such

9 '.hirtieth day, 'but with respect to which- the duties due there-

1U OIJ L ill^t rtVH L)tilu OH 01 DW01 1 dUCil' uiiYf SUCH ljt4Ulu<ILiujih> UIIu
or after

11 reliquidationa shall be 'deemed to-have bcen-made on /such

12 thirtieth day.

13 SEC. 2. fa) Section 520 of the Tariff Act of 1930 (19

14 U.S.C. 1520) is amended by adding at the end thereof the

15 following new subsection:

16 "(d) If a determination is made to reliquidate an entry

17 as a result of a protest filed under section 514 of this Act or

18 an application for relief made under subsection (c)(l) of this

19 section, or if reliquidation is ordered by an appropriate court,
estimated duties under section

20 interest sha!i be allowed on any amount paid as/increased or 505 (a) of this
Act or as

21 additional duties under section 505(c) of this Act at the

22 annual rate established pursuant to that section and deter-
of entry in the case of estimated duties and the date of

23 mined as of the date^f liquidation or reliquiaation. The inter- °
liquidation in the

24 est shall be calculated from the date of payment to the date duties! 1I'-reaseo

25 of (1) the refund, or (2) the filing of a summons under section
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3
1 2632 of title 28, United States Code, whichever occurs

2 first.".

3 (b) The amendment made by subsection (a) shall apply

4 with respect to reliquidation determinations made or ordered

5 np or after the date of the enactment of this Act.

Sec. 3. Section 515(a) of the Tariff Act of 1930, 

as amended, is further amended by inserting a ccrana 

iimediately after "excess" in the second sentence thereof 

and the following words; "including any payment of 

interest on same,"
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SURETY ASSOCIATION OF AMERICA,

Iseli->.. NJ, March U 1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

Building, Washington, DC.
DEAR MR. SALMON: This written statement is being submitted by the Surety Asso 

ciation of America, a trade association supported by the 550 or so member compa 
nies whose names appear on the membership list enclosed with this letter. Tfcese 
comments are offered in response to the March 5, 1984 letter from the Honorable 
Samuel M. Gibbons which explained that, since time did not permit the giving of 
oral testimony on November 15,1983, written statements would be accepted.

The proposed bill, H.R. 3159 would overturn the Court of Customs and Patent Ap 
peals decision in the case of U.S. v. Heraeus—Amersil. Because of this decision, im 
porters could postpone the payment of increased or additional duties until either 
the protest period or the time to appeal to the Court of International Trade had 
expired. At the minimum, importers could delay such payments for several months 
and at the maximum, payments could be delayed for years. Hence, there is a strong 
incentive for importers to file frivolous protests and thus get a very long extention 

" of credit, at the Government's expense.
Our member companies are very concerned about the possible adverse effects of 

the Heraeus—Amersil decision. Since this decision was rendered, they have noticed 
a substantial rise in the number of protests filed in connection with increased duties 
assessed at liquidation. Surety companies find this trend disturbing since the filing 
of a protest, even if frivolous, enables the importer to delay payment of duties until 
180 days after the protest is denied. Since surety companies provide the bonds re 
quired of importers by Customs to secure the revenue, they automatically guarantee 
the payment of these duties The payment delays permitted as a direct result of 
Heraeus—Amersil hamper any surety efforts to insure that the importers pay their 
duties in a timely fashion. Moreover, these collection delays adversely effect the 
cash flow of the U.S. Customs Service and eventually impact all taxpayers.

The Surety Association believes that the enactment of H.R. 3159 will rectify the 
situation created by the Heraeus—Amersil decision. By imposing interest upon 
unpaid Customs' bills, it will no longer be advantageous for importers to file frivo 
lous protests of increased duties assessed at liquidation. If the protest is denied, the 
importer or surety will owe interest to the government and hence either would be 
reluctant to protest unless there was a reason to believe the protest might be suc 
cessful. It is believed that enactment of this bill will substantially reduce the 
number of protests filed, dramatically speed up the payment of duties, and save the 
U.S. Customs Service considerable expense as it will reduce the need to keep track 
of receivables owed over long periods of time.

Our only concern with the bill is its 25 day provision for Customs' bills to be paid 
before the tolling of interest. This is a rather short period of time and we do not 
know that it is practical. If the established time-frame is too short, the Customs 
Service and the sureties would probably become engaged in a colossal paper work 
exchange that would not accomplish much except to raise everyone's costs. We be 
lieve a more realistic time period would be -15 days. This should allow time for Cus 
toms to provide necessary documents and give the debtor time to render its check so 
that it would -be received and posted by Customs before the deadline was reached. 
With such a change, we will support this bill without reservation.

SUMMARY
1. The Surety Association urges that you give favorable consideration to H.R. 

3159.
2. The Surety Association would prefer a 45 day time frame for Custom bills to be 

paid before the tolling of interest as opposed to the 25 days now stipulated in the 
proposed bill.

Thank you affording this opportunity to offer our views. Should you have any 
questions, or be in need of further information, please feel free to contact us. 

Very truly yours,
DENNIS E. WINE, 

Director, Surety Department.



H.R. 3174
Relating to the tariff treatment of certain telescopes not designed for use with 

infra-red light.
BURRIS Co., INC., 

Gn-eley, CO, March 27, 1984. 
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: We have been informed that in the near future there will be 

testimony on H.R. 3174, a bill to permanently suspend the duty on certain tele 
scopes and telescopic sights.

Our company is a domestic manufacturer of telescopic sights and we oppose this 
bill because if it was enacted it would in our opinion have a serious negative impact 
on our sales and most likely would jeopardize the jobs of our seventy employees.

Recently the W.R. Weaver Company, a Texas manufacturer of telescopic sights, 
permanently closed with the loss of 300 jobs.

The stated reason for their closure was they could not compete price wise with 
imported telescopic sights.

The tariff relief proposed in H.R. 3174 could cause the demise of the remaining 
three U.S. Manufacturers of telescopic sights and we respectfully request a negative 
action on this bill. 

Sincerely,
DON J. BURRIS, President.

REDFIELD Co.,
Denver, CO, March 28, 1984. 

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. JOHN J. SALMON: I sent you the attached mailgram and letter regard 

ing passage of H.R. 3174. Since then an American company started 51 years ago by 
an American pioneer in our industry and employing over 700 Americans at it's 
peak, has gone out of business and is being auctioned off.

The press release dated 1/11/84 (attached) explains the closing was because of 
"loss of business due to low priced imports from Japan and South Korea."

There are only three of us left in America. I implore you to defeat Bill H.R. 3174 
or America will suffer the continued loss of more jobs and also hurt our national 
defense capabilities temendously. 

Sincerely,
FRANKLVN C. SCHADRACK,

General Manager.
[Press release Jan. 11. 1984, El Paso, TX)

Olin Corporation announced today that it is closing W.R. Weaver Company and 
that an orderly shutdown will begin immediately. It is expected to take several 
months.

The announcement stated the decision was made because of the increasing loss of 
business due to low-priced imports from Japan and South Korea.

The operation employs 275 persons, including 52 salary people.
The operation, which has been for sale since April, continues to seek a buyer. It 

made telescopic sights, mounting components and systems for sporting rifles and 
handguns.

Weaver will continue to honor its warranty obligation of 1 year from date of pur 
chase by the customers.

Weaver confirmed out of business, auctioning off all land, buildings and equip 
ment, another 275 American jobs lost on top of 300 lost when they cut back in 1982.

(220)
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REDFIELD, Co., Denver, CO.

We recently learned of a bill presently before the House of Representatives, H.R. 
3174 sponsored by Mr. Matsui, which would eliminate the import tariffs on telescop 
ic rifle sights with a value under $50.00. We would like to ask your help in defeating 
this legislation.

The total telescopic rifle sight business is a small market in the United States 
(less than $100 million dollars) with only a handful of domestic manufacturers pro 
ducing them. Under the provision of H.R. 3174 there would be no tariff on rifles- 
copes under $50.00 in value. Almost all the scopes imported from the Orient have a 
value of less than $50.00. If the large number of sights which fall in the "under 
$50.00" range were given such a tremendous marketing advantage, all of the U.S. 
manufacturers would be severely damaged. I know our firm would suffer a sharp 
sales decline and have to reduce our work force permanently.

I would like to point out to you that similar action in the past has all but elimi 
nated U.S. manufacturers of binoculars, spotting scopes, etc ...

While the economic impact would not be felt in our nationwide economy, there 
would be ramifications that affect our national defense. Without an active optical 
sight manufacturing industry with engineering experience and operational ability to 
rapidly convert to the production of military sights, our nation would be at a disad 
vantage in the event of hostilities.

We feel that elimination of the present tariffs in time would lead to a sharp de 
cline and quite possibly the end of optical sight manufacturing in this country. More 
jobs would be lost.

A further consequence would be a reduction in optical research, further eroding 
our U.S. technological base.

For all of these reasons we ask your help in defeating this proposed change.
FRANKLYN C. SCHADRACK,

General Manager.
(Mailgram)

REDFIELD Co., 
Denver, CO, November 11, 1983.

HON. JOHN L. SALMON,
Chief Counsel, Committee on Ways and Means, Longworth House Office Building, 

Washington DC.
DEAR MR. SALMON: I am informed that the Committee on Ways and Means has 

scheduled a hearing on tariff bills, including H.R. 3174, on Tuesday, November 15, 
1983.

Passage of this bill will eliminate another thousand American jobs. It will eventu 
ally close down all American production of optical rifle scopes. At this point our na 
tional defense would have to depend totally on foreign sources for products neces 
sary to defend our country. I implore you to vote no bill S. 1642 to save American 
jobs, save American companies and allow America to produce its own national de 
fense products.

FRANKLYN C. SCHADRACK,
General Manager.

TASCO,
Miami, FL, March 26, 1984- 

JOHN L. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: I understand that the Trade Subcommittee has requested ad 

ditional comments regarding miscellaneous tariff and trade bills initially considered 
by the Subcommittee at its November 15, 1983 hearings. As president of one of the 
largest American firms importing optical products from the Far East, I am writing 
in support of H.R. 3174, a bill relating to the tariff treatment of certain telescopes 
not designed for use with infrared light. The following is a summary of information 
brought to my attention since the November 15 hearing, which I believe, will be 
useful to the Subcommittee in its discussion of H.R. 3174. My position is presented 
in greater detail in my January 31, 1984 letter to Mike M. Masaoka, copy attached.

The Weaver Company, the sole opponent of H.R. 3174, has discontinued produc 
tion of riflescopes as the parent company, Olin, announced the shut down as of Jan 
uary llth. Since then, no further riflescope production has been known to the trade.
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Weavers's uncompetitive position in the U.S. riflescope market did not result 

from import competition, but from poor quality control of its manufacturing oper 
ations and ineffective marketing strategy. Weaver's "Challenger" brand riflescope, 
offered as the low end in its full line to compete with imports, was a poorly con 
structed product which undermined Weaver's goodwill and customer confidence in 
its products. Additionally, Weaver suffered from its decision to directly distribute 
lower-priced models through discount retail chains. Weaver lost a substantial por 
tion of its distribution system, as smaller retailers and wholesalers were forced to 
drop the Weaver lines when they could not compete with discount retail prices and 
still maintain their profit margins.

Other companies in the domestic riflescope business did not suffer a decline in 
their businesses, as did Weaver. Some of these firms, such as Luepold and Stevens 
and Bums, enjoy continued success and growth with high quality, higher priced 
riflescopes and will not be affected by enactment of H.R. 3174.

Enactment of H.R. 3174 will not have a detrimental effect on national security. 
Weaver is not the sole supplier of riflescopes to the Defense Department. It is not a 
supplier of higher-quality, higher-priced scopes made for the military by other do 
mestic and foreign suppliers.

Duty-free treatment of lower-priced riflescopes and telescopes from Japan, would 
not lead to an automatic decrease in prices of 17% retail, as alleged by Weaver, but 
would enable further improved quality at prices currently paid for lower-quality 
merchandise, this benefitting the consumer.

In the event there is any further material, or information that I can possibly offer 
the Subcommittee, please call on me. I hope the subcommittee will act favorably on 
H.R. 3174.

Respectfully,
GEORGE G. ROSENFIELD, President.

TABOO,
Miami, FL, January 31, 1984. 

MIKE MASAOKA ASSOCIATES, 
Suite 520, The Farragut Building, Washington, DC. 
(Attention: Mr. Mike M. Masaoka.)

DEAR MIKE: Thank you for sending me a copy of the statement that Weaver Com 
pany was going to present before the Trade Subcommittee. I understand from what 
you say that Weaver has not yet testified because the hearings were adjourned half 
way through its schedule. Although you said the hearings will resume sometime 
after Congress goes back into session, I want to remind you to be sure to let me 
know the exact date and time.

Mike, I'm glad you sent me a copy of the Weaver testimony because there are so 
many things in that statement which are wrong, misleading, or inaccurate. First of 
all, you should know that Weaver is not going to be in business any longer. The 
company put out a news release (a copy is attached) announcing that it will cease 
manufacturing operations and that it would disband completely in about one year. 
Weaver is a division of Olin Corporation which also owned and closed Winchester— 
the old and famous company that made rifles. Olin acquired and kept both Weaver 
and Winchester for some time because Olin was a conglomerate and apparently was 
interested in diversification. Eventually Olin lost interest in non-chemical business 
and sold Winchester, keeping that part of the company producing topnof-the-line, ex 
pensive rifles. I think Olin decided to close Weaver because there is no point in 
keeping a riflescope company without owning a rifle company.

Let me tell you a little of Weaver's history which led to its uncompetitive position 
in the U.S. market and probably led to its demise as an Olin subsidiary. Because our 
company has competed with Weaver for many years and because our buyer Al 
McCreight formerly was with Sears, I can describe the situation first-hand.

Weaver's failure came in two aspects of the business; quality control on its mer 
chandise and marketing strategy. Weaver supplied riflescopes to Sears for many 
years—even though Weaver refused to upgrade its products and correct defects— 
because Sears wanted to "Buy American . Sears eventually decided to add the 
Tasco line (manufactured primarily in Japan;, to its catalogue offerings, and soon 
Tasco was outselling Weaver. Sears eventually dropped Weaver products after sales 
declined and returns by customers of defective Weaver riflescopes increased.

Weaver attempted to regain the low-priced end of riflescopes market with the in 
troduction of its "Challenger" model. This model was price competitive with the im 
ported scopes but was poorly constructed. Sears dia not switch back to Weaver 
scopes after the introduction of the Challenger series, but other retailers picked it 
up. The Challenger marked the beginning of the end for Weaver. Retailers who sold
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the model eventually admitted they made a mistake in offering a product of such 
low quality.

On the marketing end, Weaver made the error of offering its lower priced scopes 
directly to large discount retailers such as K-Mart. This strategy proved a mistake. 
Smaller retailers no longer would carry the Weaver scopes because they could not 
compete with large high-volume discount chains like K-Mart. Also, by selling direct 
ly to the large volume retailers at the same price es to distributors and wholesalers, 
Weaver lost the support of the middlemen who sold to the smaller retailers. Under 
the Weaver marketing strategy, the middleman could not make any money and nei 
ther cculd the retailer. As a result, the Weaver scopes were not carried by the 
smaller stores which promote and service products. Weaver eventually lost a sub 
stantial portion of its distribution system by trying to compete with imported scopes 
from countries such as South Korea and Taiwan, which sent products to the U.S. 
duty-free under the GSP program and also sell through large discount houses. The 
combination of the poor quality Challenger series and a marketing strategy aimed 
at discount-type outlets apparently has resulted in diminished sales and the loss of 
confidence in Weaver products.

Interestingly, Weaver still manufactures a high-quality scope in the $250-$300 
retail range, the "Silhouette", which competes well with other top-of-the-line scopes. 
Weaver also has a virtual domestic monopoly on manufacturing of accessories for 
scopes, called "rings and bases", and has a growing business in that area.

As an indication of the relative health of the domestic riflescope businesses, U.S. 
makers Leupold & Stevens, Inc. and Redfleld Co. are enjoying considerable success 
with high-quality, top-of-the-line products priced considerably above imports from 
Japan, Korea, or Taiwan. A former Redfield executive recently formed his own rifle- 
scope manufacturing company, Bums Co., Inc. which is competing well against the 
established and highly-regarded Leupold. I doubt a Redfield executive would take 
the risk of forming his own company if there was no potential for growth in the 
market, even with competition from imports on the low-end of the price scale.

This scenario, Mike, is just to demonstrate how Weaver's decline is a matter of its 
own making, and not the fault of imports.

As to other arguments Weaver offers in opposition to the riflescopes and telescope 
duty-free bill, it is somewhat misleading for Weaver to claim that enactment of the 
bill would have a detrimental effect on national security. Although Weaver has sup 
plied products to the military in the past, it is not the sole supplier to the Depart 
ment of Defense. Additionally, it does not and will not be the supplier of higher- 
quality, higher-prices scopes, which are made for the military by other domestic and 
foreign makers.

Finally, I would like to refute and correct the statement made by Weaver in its 
testimony that duty-free treatment of lower-priced riflescopes and telescopes would 
automatically lead to a price decrease of 17% at the retail level for Japanese scopes. 
In my estimation as one of the largest importers of scopes from the Far East, im 
ports entering duty free from Japan would not necessarily bring down prices. Im 
ported scopes would maintain their current prices in th U.S. market, but the advan 
tage to the U.S. consumer of duty-free imports would be the availability of substan 
tially higher-quality products at the price currently paid for lower-quality merchan 
dise. There would not be an automatic and greater competition from Japan scopes 
because Japan manufactures higher-quality products which would compete by qual 
ity rather than by lower price alone. The consumer would benefit by getting a 
better product for the same price or slightly less because as far as I am concerned, I 
would always upgrade quality rather than lower prices and bring in junk.

I would like to add two other points before I close. A few years ago, Congress 
passed legislation to do away with the tariff on prism binoculars. Since there are no 
commercial makers of prism binoculars in America, it was sensible not to have a 
tariff. Prism binoculars now enter duty free, but there has not been a surge of im 
ports. Instead, there has been a steady growth of sales in prism binoculars. Consum 
ers are getting quality products for a reasonable price. Dropping the high tariff 
helped to increase the market and everyone has benefitted.

The other thing I would like to point out to you, Mike, is that the elimination of 
tariffs for riflescopes and telescopes is not going to hurt anyone. Weaver has gone 
out of business because of management problems, not import competition. The other 
American companies are all prospering, and the lower end riflescopes are not taking 
business away from them. I see no reason to exempt riflescopes from the benefits of 
tariff suspension. I believe that the /*.nerican public will benefit from not having to 
pay the unusually high tariffs on the telescopes and riflescopes. In fact, if the bill is 
to be amended, I would suggest amending it so that there would be duty free entry 
of rings and bases which are the accessories use to mount the riflecopes. Since each
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manufacturer has his own different mount, duty-free entry of rings and bases would 
not affect the industry at large, except to again help the American buyer.

I hope this information will be useful to you, Mike, to set the record straight 
before the congressional committee concerned with this matter. I would be happy to 
share this information with the House and Senate members if you believe it will be 
helpful. 

Best regards.
Very truly yours,

GEORGE G. ROSENFIELD, President.
|Pm> rebate of Jan. 11.1984, El Pa*o. TXJ

Olin Corporation announced today that it is closing W.R. Weaver Co. and that an 
orderly shutdown will begin immediately. It is expected to take several months.

The announcement stated the decision was made because of the increasing loss of 
business due to low-priced imports from Japan and South Korea.

The operation employs 275 persons, including 52 salary people.
The operation, which has been for sale since April, continues to seek a buyer. It 

made telescopic sights, mounting component and systems for sporting rifles and 
handguns.

Weaver will continue to honor its warranty obligation of 1 year from date of pur 
chase by the customers.

Refer questions to Olin Corporation, Mr. Eugene Boyo (203) 356-3125. 120 Long 
Ridge Road, Stamford, CT 06904.

W.R. WEAVER Co., 
El Paso, TX, March 13,1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC
DEAR MR. SALMON: The W.R. Weaver Company, 7125 Industrial Avenue, E! Paso, 

Texas, was closed January 11,1984, by its parent organization, Olin Corporation. All 
plant employees have been laid off and an orderly closing is in process.

Mr. Thomas will not be available for testimony in regards to tariff bill H.R. 3174. 
Very truly yours,

R.C. HOLZHAUER,
Manager, Administration.



H.R.3311
To suspend for a 3-year period the duty on (Bicyclohexyl)-l-carboxylic acid 2- 

(diethylamino) ethyl ester hydrochhride. 
No comments received on this bill.

H.R. 3312
To suspend for a 3-year period the duty on 1-Piperidinebutanol, alpha-[4-(l, 1- 

dimethlethyl}phenyl}-4-(hydroxy-diphenylmethyl). 
No commente received on this bill.

H.R. 3313
To suspend for a 3-year period the duty on 2-f4-(2-Chloro-l, 2-diphenylethenyl)-phen- 

oxyJ-N,N-dtethylethanamine dihydrogen citrate. 
No comments received on this bill.

H.R 3445
To suspend temporarily the duty on diphenyl guanidine and di-ortho-tolyl guani- 

dine.

STATEMENT OF DONALD G. BROTZMAN, PRESIDENT, RUBBER MANUFACTURERS
ASSOCIATION

This statement, in support of H.R. 3445, is submitted to the Committee on Ways 
and Means by the Rubber Manufacturers Association ("RMA"). The RMA is a na 
tional trade association representing nearly two hundred (200) companies engaged 
in the production of tires and other rubber goods. The RMA wishes to go on record 
in support of H.R. 3445. This bill would temporarily suspend the column 1 rate of 
duty for diphenyl guanidine (DPG) and di-ortho-tolyl-guanidine (DOTG) classified in 
item 405.52 of the Tariff Schedule of the United States.

These chemicals are of vital importance to rubber manufacturing because they 
are used principally as curing accelerators in the production of tires, footwear and 
other rubber products. Presently, DPG and DOTG are not produced in the United 
States although they were produced domestically as recently as 1981. Thus, U.S. 
rubber manufacturing companies must rely on imports as their only source. H.R. 
3445 would temporarily eliminate an unnecessary economic burden and thereby en 
hance the competitive position of the U.S. rubber industry.

Historically, DPG and DOTG were classified under the American Selling Price 
category. Under the revised schedule of the Tokyo round they had a duty rate of 
18% ad valorem for 1983 and a current rate of 17.3%. The annual U.S. market for 
DPG is approximately 4 million pounds and for DOTG it is 1 million pounds. Fur 
ther details on these chemicals, including the impact on estimated revenue loss, are 
included in the September 28,1983 memorandum submitted to the Ways and Means 
Committee by the International Trade Commission.

On behalf of the domestic tire md rubber industry, RMA urges your support and 
prompt consideration of H.R. 3445.
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H.R. 3709 
To extend the existing suspension of duty on natural graphite until Jan. 1, 1988.

BEROL USA, 
Danbury, CT, January 26, 1.984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, Washington, DC.

DEAR MR. SALMON: The U.S. pencil industry is largely composed of small, private 
ly held companies. During recent years competition from cheap foreign imports has 
adversely affected pencil output in this country.

Accordingly, pencil manufacturers are anxious to have the temporary suspension 
of duty on natural graphite extended. Since there is no domestic production of natu 
ral graphite, the duty is not needed as a protection of an internal supplier. Imposi 
tion of a duty would have no other effect than to make domestic production more 
costly and, therefore, less competitive.

Berol USA manufactures pencil products in Danbury, CT, where we offer manu 
facturing job opportunities in an area oriented toward white collar employment. We 
employ a work force of approximately 350 people.

Berol USA produces a large product line of high quality pencil products ranging 
from school and office pencils to art and drafting pencils and leads produced in sev 
enteen hardness grades. The graphite required to produce the desired smoothness 
and precise hardness grades is simply not available in this country.

The primary competitors for our highest quality pencil products are foreign man 
ufacturers. Therefore, our cost competitiveness would suffer from imposition of a 
duty c.i natural graphite. Failure to extend the suspension of duty on nature, 
graphite would have a significant negative impact on our company. 

Very truly yours,
FREDERICK L. LUEDKE, 

Director of Manufacturing.

CALIFORNIA CEDAR PRODUCTS, Co.,
Stockton, CA, January 26, 1984. 

Mr. JOHN J. SALMON, 
Chief Counsel, Committee o:\ Ways and Means, Washington, DC.

California Cedar Products Company is the laigest supplier of incense-cedar pencil 
slats to the United States wood-cased pencil industry. We employ around 600 people 
tit our slat factory here in Stockton, as well as another 300 to 400 people at the four 
sawmills in Northern Calilornia and Oregon, and we want you to know that we are 
in support of H.R. 3709 to extend the present suspension of duty on natural graphite 
imported to the U.S.

In recent years the pencil industry in the United States has had to weather 
strong competition from abroad, as well as from alternative writing instruments. 
The industry is composed largely of small, privately held companies, and since the 
duty on graphite is not necessary to protect a U.S. supplier, this suspension will 
serve to make these companies competitive with their foreign counterparts.

Our company has, through tremendous effort, maintained its prices into a third 
year. We realize that even a minute price increase would be detrimental to our cus 
tomers and ultimately to the economic survival of our own company.

We are anxious to see H.R. 3709 pass and wish to be informed how we can assist 
in having this goal realized.

With best regards. 
Sincerely,

PHILIP C. BEROLZHEIMER, President.
(226)
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EBERHARD FABER INC., 

IVilkes-Barre, PA, January 16, 1984.
JOHN J. SALMON, *
Chief Counsel, Committee on Ways and Meat , Longworth House Office Building, 

Washington, DC.
The United States pencil industry is composed of small, privately held companies, 

a relatively large number of small manufacturers compared to the size of the 
market. At home competition is fierce both because of the overcapacity of the indus 
try and competition from abroad. The strong dollar of recent years has made it 
easier for foreign imports and harder for U.S. exports in our industry. Furthermore, 
the loss of the U.S. federal pencil market to handicapped producers has adversely 
affected pencil production in this country. Therefore, manufacturers like ourselves 
are anxious to have the duty on natural graphite extended. Since, to my knowledge, 
there is no domestic production of natural graphite the duty is not needed for pro 
tection of any internal supplier. Suspending the duty will have the effect of helping 
domestic producers keep their prices competitive in both world and domestic mar 
kets, and will further help keep the price of pencils down for U.S. consumers.

Our company, Eberhard Faber Inc., has been manufacturing pencils for 135 years 
in the U.S. It is located in Mountaintop, Pennsylvania, where it employs over 400 
people. In addition to our domestic production we also supply component parts to 
affiliates around the world, and in 1982 received Governor Thornburgh's Award for 
Outstanding Performance by a Manufacturing Exporter over the previous five 
years. In 1982 and 1983, however, our fine export record has declined considerably 
both because of the strength of the dollar and because of the lack of ability to obtain 
dollars by certain oil producing countries.

Thank you for whatever consideration you may give to this strong statement of 
support for H.R. 3709. 

Sincerely,
EBERHARD FABER, 

Chairman of the Board and Chief Executive Officer.

JENSEN'S INC., 
Shelbyville, TN, January 27, 1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, Longworth House Office Building.

Washington, DC.
DEAR JOHN: Jensen's Inc. is a small, family held concern, emploj '.ng about 65 to 

70 people. We manufacture the graphite cores, or leads, that are then put into the 
wood caseu pencils.

Competition from cheap foreign imports and loss of the federal market to handi 
capped producers have adversely affected pencil output in this country.

We strongly support having the temporary suspension of duty on natural graphite 
extended. All of this graphite is imported, so the duty is not needed to protect inter 
nal suppliers.

The suspension of duty will help make the production of pencils more eci-ic-mical 
and domestic prices more competitive. 

Thank you for your consideration. 
Very truly yours,

FRED W. WOLFE, 
Vice President, Lead Research and Quality Control.

MUSGRAVE PENCIL Co., INC 
Shelbyville, TN, January 19, *384. 

JOi.-rf J. SALMON,
Ch'jf Counsel, Committee on Ways and Means, Longworth House Office Building, 

Washington, DC.
The U.S. pencil industry is largely composed of small, privately held companies. 

During recent years competition from cheap foreign imports and loss of the federal 
pencil market to handicapped producers have adversely affected pencil output in 
this country.

Accordingly, pencil manufacturers are anxious to have the temporary suspension 
of duty on natural graphite extended. Since there is no domestic production of natu 
ral graphite, the duty is not needed as a protection of an internal supplier. Having
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the duty suspended has no other effect than to make production of pencils more eco 
nomical and domestic prices more competitive.

Our Company is small and we do not manufacture our own graphite cores, there 
fore all our graphite core purchases goes to the United States manufacturers as long 
as they can stay competitive.

We only see an import duty of natural graphite as raising the price of our present 
core purchases.

Please consider the extension on the present suspension of duty on natural graph 
ite imported into the United States. 

Thank you very much. 
Cordially,

HENRY HULAN III, 
. Corporate Secretary.

PENCIL MAKERS ASSOCIATION, INC.,
Moorestown, NJ, January 23, 1984. 

JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means. Longworth House Office Building, 

Washington, DC.
The Pencil Makers Association urges the Committee to pass HR. 3709, a bill to 

continue the present temporary suspension of duty on natural graphite imported 
into the U.S. It is the understanding of this Association that there are no domestic 
sources of natural graphite. Therefore, duty protects no U.S. producer and serves 
only to raise the price of a raw material vital to the production of pencils.

The U.S. pencil industry is largely composed of small, privately held companies. 
Some of these companies have seen their production fall steadily in recent years, 
due to inexpensive imported pencils, competition from other writing instruments, 
and loss of governmental pencil markets to handicapped producers.

The Pencil Makers Association represents 15 U.S. manufacturers, virtually all do 
mestic producers of cased pencils. Plants are located in Tennessee (almost half the 
U.S. firms have plants in Tennessee), New Jersy, Pennsylvania, Missouri, Connecti 
cut, Kentucky and Montana. Total employment is between 12,000 and 14,000 per- 
sor.3, including prime suppliers.

Members of th ^encil Makers Association urge you to continue the suspension of 
duty on graphite.

WILLIAM L. MACMILLAN III.



H.R. 3731
To extend temporary suspension of duties on certain clock radios until Sept. 30, 

1987.
\

STATEMENT OF GENERAL ELECTRIC Co., AUDIO ELECTRONICS PRODUCTS DEPARTMENT, 
MICHAEL A. PEARLMAN, COUNSEL

PURPOSE OF SUPPLEMENT

This supplemental statement is submitted to update written testimony submitted 
on November 15, 1983, in connection with Subcommittee hearings on miscellaneous 
tariff and trade bills. It will also address testimony presented by Administration 
witnesses on that date and respond to questions by members of the Subcommittee. 
The November 15 hearing was adjourned so that the oral presentation of prepared 
testimony in support of H.R. 3731 could not be presented on the scheduled date.

SAVINGS PASSED ON TO CONSUMER IN RELATION TO DUTY SAVED BY IMPORTERS

Comparative retail price data between like periods in 1982 and 1983 reflect a re 
duction in prices of merchandise covered by the duty suspension of over 15%. For 
example, the average retail price for clock radios not in combination with any other 
article decreased from approximately $35.00 during December 1982 to less than 
$29.00 during December 1983. Based on approximately 10 million annual unit sales 
for these products, the total price reduction is on the order of $50 million.

Perhaps due to the duty suspension, but more likely due to the release of pent-up 
demand for consumer goods generally, clock radio imports in 1983 were 
$163,300,000, an increase of approximately 40% over 1982 imports. The revenue loss 
(after allowance for merchandise which would have entered duty-free under the 
GSP and subtraction of imports for the month of January 1983 during which duty 
was paid) was approximately $11 million. Approximately five times the amount of 
revenue loss was passed on to the consumer in the form of lower consumer prices. 
We believe this answers Mr. Schultze's questions of the Administration witness at 
the November's hearing and demonstrates beyond question, that the duty suspension 
was successful in accomplishing lower consumer prices.

The revenue loss is projected to rf lain the same in 1984, assuming H.R. 3731 is 
enacted. The Tokyo Round tariff reductions have decreased duty rates for clock 
radios from 8.2% in 1983 to 7.7% in 1984, offsetting the full twelve months of duty 
suspension in 1984. It is anticipated that imports of clock radios not in combination 
with other articles will not show an increase in 1984.

RELATIONSHIP TO GSP

Responding to the Administration's suggestion that its GSP proposal would 
achieve the same result as a duty suspension, we note that as originally introduced, 
this proposal (S. 1718) would allow for executive discretion to negotiate GSP benefits 
from the exporting countries which are eligible beneficiaries, even if they exceed 
competitive need limits. However, Senator Heinz has introducted an amendment 
which deletes this feature of the proposal. Further, the current duty suspension ex 
pires on September 30, 1984, and it appears doubtful whether a GSP extension will 
be enacted before that date. Continuation of temporary duty suspension is therefore 
appropriate, at least until something more permanent can be worked out.

NO AMERICAN PRODUCERS

The Administration's objections otherwise appear to be no different than those 
voiced prior to the passage of the current suspension, with one significant exception. 
It is now confirmed, and the Administration acknowledges, that there are no domes 
tic producers. Moreover, the Administration's witness was unaware of any Ameri 
can interests currently opposing this legislation. General Electric wishes to empha-

(229)

30-600 0-85-16



230
size that the principal exporting nations, Hong Kong and Singapore, are well known 
free markets.

CONCLUSION
In summary, the duty suspension provided in H.R. 3631 should be continued as it 

harms no American producer (there are none), and significant consumer price re 
duction resulted from its implementation.

LAMB & LERCH,
New York, NY, March 20, 1984. 

JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR SIR: By Press Release #29 dated March 12, 1984 the Subcommitte on Trade 

requested comments with regard to various tariff bills, one of which ?s H.R. 3731. As 
counsel for General Time Corporation, 520 Gutheridge Court, Technology Part/At 
lanta, Norcross, Georgia 30092, we herewith submit the following comments regard 
ing H.R. 3731, concerning extension until September 30, 1987 of the temporary sus 
pension of duties on certain clock radios.

By letters of October 26, 1982 and September 6, 1983 addressed to Chief Counsel, 
Committee on Finance, we commented on the initiation of the current temporary 
suspension and its proposed extension. In said letters we explained that General 
Time Corporation is both a major domestic producer and importer of a wide variety 
of time keeping apparatus, including alarm clocks, travel and wall clocks, pocket 
watches, timers and clock radios. Inasmuch as there is still no domestic manufactur 
er capable of meeting General Times Corporation's needs for clock radios, we be 
lieve no domestic producers will be injured by the proposed extension of duty sus 
pension. Accordingly, General Time Corporation fully supports H.R. 3731 and its ex 
tension of duty free treatment for certain cUx:k radios until September 30, 1987. As 
we noted in our previous communication, duty free treatment reduces the landed 
cost of the imported product, and as result lowers wholesale and retail prices of the 
clock radios. This in turn benefits the consuming public.

Because H.R. 3731 will not adversely affect any domestic manufacturers, and will 
afford benefits to the public—thus favorably addressing two important factors tradi 
tionally considered by Congress in.,the context of- duty suspensions—General Time 

"Corporation urges the Subcommittee on Trade of the Committee on Ways and 
Means to recommend passage of the proposed legislation. 

Respectively submitted,
DAVID R. OSTHEIMER, 

Counsel, General Time Corp.



H.R. 3740
To suspend for a 3 year period the duty on 3-(Hydwxydiphenyl-acetyl) oxy)-l,l-di- 

methylpiperidinium bromide. 
No comments received on this bill.

H.R. 3741
To suspend for a 3 year period the duty on 5H-Dibenz (b,f) azepine-5-propanamine, 

10, 11-dihydro-N-methyl; monohydrochloride. 
No comments received on this bill.

H.R, 3742
To suspend for a 3 year period the duty on hydrazone, 3-(4-methylpiperazinylimino- 

methyl) rifamycin SV. 
No comments received on this bill.:

H.R. 3817 
To apply for a 5-year period a lower rate of duty on ethyl and methyl parathion.

STATEMENT OF HON. BILL NICHOLS, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF ALABAMA

Mr. Chairman, I would like to express my total opposition to H.R 3817, calling for 
a reduction in duty on ethyl and methy! parathion. I have more than a passing 
knowledge of both the production and use of these products since both take place in 
my district.

For years, parathion has been the top insecticide used for controlling boll weevils 
in cotton. There are several good reasons for this. The main ones are that it gives 
excellent boll weevil control, is environmentally sound and is economical to use. 
Defeat of H.R. 3817 will help insure that low.cost parathion.continues to be avail 
able to the American farmer you and I represent for -.his and many other positive 
uses.

As I stated, parathion is manufactured in my district by the Monsanto plant in 
Anniston, Alabama, which is the last remaining parathion plant in the United 
States.

Over the last several years Monsanto has spent considerable sums of money for 
environmental controls and process and capacity improvement. They have a model 
pant which has enabled them to maintain their position in the market and commu 
nity.

Monsanto has been an important part of the Anniston community for almost fifty 
years. They are presently providing direct employment to nearly 300 people in the 
area. This translates to a direct payroll in excess of seven million dollars plus fringe 
benefits. Their overall impact on the community is more than $20 million.

The overall quality of Monsanto as an employer can best be measured by their 
record over the past three years. During this period, except for retirements, less 
than ten people left the company. All of them, except for one man who went into 
business with an uncle, moved from the area. Their safety record continues to be 
many times better than the U.S. average. They are strong supporters of the quality 
of life in the community. They are active in local churches, civic clubs, United Way, 
Boy Scouts, YMCA, school board plus any other number of places you will find 
hard-working, caring Americans.

The company has also been active in other areas of social responsibility. Since 
1977, they have spend more than $32 million on capital investments and expenses to 
maintain the high standards of environmental control. In fact, the Monsanto Annis 
ton Plant's waste treatment plant is used as the "model" facility for the pesticide 
indutry by the U.S. Environmental Protection Agency.

All this has not been without a negative side. Increased foreign imports and re 
duced market size have caused a sharp drop in plant capacity utilization. After
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fighting hard to keep their people on the job, they had to have a major layoff last 
fall due to this low demand.

The other negative point is the cost of their environmental control effort. This 
cost plus the low volume of operations have pushed the Annistpn Plant to the verge 
of being too costly to operate. The loss of more business to foreign competitors could 
be more than they could stand.

Therefore, I urge the Subcommittee to reject H.R. 3817. It needlessly favors for 
eign manufacture of parathion at the expense of U.S. production, 300 American 
jobs, and places the future and cost of a valuable product for American Agriculture 
outside our control.

Thank you, Mr. Chairman. I feel that you will do the right thing for these hard 
working people in Anniston, Alabama, and for the American Farmer.

STATEMENT OF HARVEY L. WEYEN, DIRECTOR, PRODUCTS, PARATHION, MONSANTO
AGRICULTURAL PRODUCTS Co.

SUMMARY OF COMMENTS AND RECOMMENDATION

1. House Bill 3817 is an effort to lower the tari.T on ethyl and methyl parathion 
insecticides for the benefit of foreign producers and to the determent of the last U.S. 
producer.

2. Imports of ethyl and methyl parathion continue to increase in the declining 
U.S. market. In 1983, imported parathions accounted for approximately 21 percent 
of the total U.S. sales.

3. These dramatic increases in imports occurred with the existing tariff, which 
H.R. 3817 seeks to lower.

4. U.S. parathion production capacity is approximately three times U.S. consump 
tion. The U.S. producer operated its parathion plant at a loss in 1983. Further dete 
rioration of the U.S. market volume to imports could cause the closing of the one 
remaining U.S. manufacturing location.

5. Operating rates of 39 percent of capacity in 1983 caused a layoff of a major part 
of the workforce at the Anniston, Alabama, plant which manufactures parathions.

6. Increased imports will cause the closure of this plant, resulting in the perma 
nent loss of approximately 300 jobs. ,, 

. 7. H.R. 3817 be rejected by the House Trade Subcommittee.

I. SUMMARY OF OBJECTION

This bill, similar to H.R. 3649, rejected by the House Trade Committee in 1982, is 
an effort to lower the tariff on ethyl and methyl parathion insecticides for the bene 
fit of foreign producers and to the detriment of the last U.S. producer not driven out 
of business. Imports of ethyl and methyl parathion are increasing rapidly, and in 
1983 imported parathions supplied 21 percent of U.S. parathion usage. This is occur 
ring with the existing tariff which H.R. 3817 would seek to lower.

There is no anomaly in the tariff treatment of parathion. Recent GATT tariff re 
ductions were negotiated and enacted into law adjusting the tariff on this product 
for elimination of the American selling price system and subjecting it to substantial 
cuts over the next few years. In this carefully thought out process, it was clearly 
recognized that variations in the levels of duty protection would occur, but that this 
would be short lived as the staged reductions would gradually reduce the duty rates. 
For Congress to accept the parathion situation as an anomaly would set a precedent 
for reopening all of the complex decisions made in the recent implementation of the 
Tokyo round of tariff reductions. (See extract of House Hearings on H.R. 3649 at 
tached.)

The U.S. parathion production capacity is more than 2 times U.S. consumption 
and further deterioration of the U.S. market volume to imports could cause the clos 
ing of the one remaining U.S. producer, putting U.S. farmers to the uncertainty of 
having to rely on imports for this important, economical insecticide. Also, it would 
lead to the loss of 300 jobs at Anniston, Alabama and other Monsanto business loca 
tions.

II. BACKGROUND

Ethyl and methyl parathion are highly effective, non-persistant, low cost insecti 
cides used by farmers for insect control on most major farm crops as well as fruit 
and vegetable production. However, the volume of parathions used in the U.S. has
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dropped from 44 million Ibs. in 1977 to approximately 17 million Ibs. in 1983. (See 
attached chart.)

The attraction of the U.S. market because of the high value of the U.S. dollar cou 
pled with the better credit risk than most other world markets has caused foreign 
producers to aggressively seek U.S. business, notwithstanding the current duty: As 
noted nhove, imports have been increasing at an alarming rate.

Although Monsanto, the sole remaining U.S. producer, remains competitive 
cgainst imports our costs increased significantly in the past six years due to the 
upgrading of production facilities to have them environmentally acceptable ($30 mil 
lion in capital investment and expenses). These increased environmental expenses, 
which our foreign competition does not bear, have made reasonable duty protection 
more important to the company.

Should parathion volumes continue to drop in the U.S., Monsanto will be forced 
to close this already marginal profitability business. A two month layoff of produc 
tion workers at Anniston was necessary starting in late October because of low 
product sales volume, and some employees remain on layoff today.

III. THE THREAT OF GSP DUTY FREE IMPORTS

The above describes the threat to the viability of the last U.S. producer of parath 
ion from imports at the proposed lesser duty rates set out in H.R. 3817. An even 
bigger threat is that countries like Mexico, Brazil or India might begin to export 
parathion to the U.S. under the current GSP program. Such sales into the U.S. 
market would be totally duty free. The GSP program allows certain lesser developed 
countries to avoid duties on products, in order to aid in their economic development, 
as long as the rates do not unreasonably impact U.S. producers. It is clear from the 
above that any significant GSP duty free sales of parathion would put our U.S. 
plant and its workers out of business. Because of this import sensitivity, parathion 
should be removed by the USTR from the list of products eligible for GSP treat 
ment.

It should be also noted that in Mexico, Brazil and India, where parathion is pro 
duced, the borders are closed to imports to protect their parathion producers. This is. 
another factor which bears upon whether these countries should be given GSP 

-treatment-on'parathioh.

IV. RECOMMENATIONS

1. H.R. 3817 be rejected by the House Trade Subcommittee.
2. Parathion should not be eligible for GSP duty free treatment. Mexico and other 

LDC's should not be allowed duty exemption on parathion shipped into the U.S.
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However, some U.S. manufacturers do produce stretch-texturing 
machines, and we would propose! to exclude those machines from 
the coverage of the bill.

Chairman GIBBONS. Any further comments on H.R. 5884?
We will take up H.R. 5947. |
Mr. MILLER. Mr. Chairman, the, administration is opposed to en 

actment of the proposed legislation.
We believe that enactment of the legislation as written will lead 

to a number of administrative problems. Moreover, we believe that 
the intent of the bill can be accomplished under current statutes.. 
Particularly, we note that the bottling and packaging of these sam 
ples could take place in a bonded warehouse or in a free trade 
zone, and then when the samples' are withdrawn, they would pass
through Customs under the exist 
pies. 

Chairman GIBBONS. You think

ing tariff classification for sam- 

this would be pretty difficult to
administer; is that right?

Mr. MILLER. Yes, sir.
Chairman GIBBONS. All right.
Any further comments?
We will take up H.R. 6268 by Mr. Scheuer.
Mr. MILLER. Mr. Chairman, the, administration is opposed to en* 

actment of H.R. 6268. There is domestic production of certain small 
toy and jioyelty items which would be.,covered-by H.R. 6268, such 
as balloons, marbles, puzzles, diejcast vehicles, models, and other 
small rack toys. |

In addition, many imports are inexpensive copies of domestic de 
signs and compete with more expensive domestic products. It has 
been reported by manufacturers of practical joke articles that new 
products are copied by people in qs little as 3 weeks from the date 
of introduction. I

The majority of these imports are already eligible for duty-free 
entry from beneficiary-developing countries under the U.S. general 
ized system of preferences. Taiwan, Hong Kong, and Korea are 
major sources of imports. If these, countries lose GSP eligibility on 
these items, it is because they have been graduated from eligibility. 
It has been determined that they have reached a level of competi 
tiveness that makes it unnecessary for these countries to continue 
to receive the duty-free GSP status_.

Chairman GIBBONS. Any furtheij comment on Mr. Scheuer's bill?
All right, we will take up the duty reduction bills. 

S^heJ[iret*ifiiUJC{aG49J;'by^Mr,Jlc|llQi)ljecki
Mr. MILLER. The administration is opposed to enactment of H.R. 

3649. . ;
Imports of ethyl and methyl par,athion compete directly with do 

mestic production. Therefore, imports are dutiable as competitive 
insecticides. Assessing the lower noncompetitive rate of duty, as 
the legislation proposes, would not be appropriate given the exist 
ence of domcst ic product ion.

We note that while some duties were increased in the complicat 
ed conversion of specific-rates to ad valorem rates in the elimina 
tion of the American selling price and during multilateral trade 
negotiations, domestic producers also had to bear some duty reduc 
tions. On balance, acceptable compromises were developed and ne-

taken from Hearings before Subcommittee on Trade, May 17 & 26,1982. Serial 97-58.
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gotiated with our trading partners. We are very wary of opening 
up this carefully balanced package, unless there are overriding rea 
sons to do so, In this case, we believe there are no such overriding 
reasons.

Chairman GIBBONS. Any further comments on' Mr. Hollenbeck's 
bill?

We will take up H.R. 4002, by Mr. Studds.
Mr. MILLER. Mr. Chairman, at this time the administration does 

not have a position on this legislation.
Chairman GIBBONS. Any further comments? When do you think 

you are going to have a position? :
Mr. MILLER. Mr. Chairman, we have undertaken a commitment 

to endeavor to provide the committee with a position at the time of 
the public hearings.

Chairman GIBBONS. All right
Let's take up H.R. 4913 by Mr. Gibbons.
Mr. MILLER. Mr. Chairman, the administration would have no 

objection to enactment of H.R. 4913, provided certain changes were 
made in the bill. We recommend that H.R. 4913 be amended to pith 
vide for a temporary 3-year duty reduction to confirm that the re 
duction of the duty on Dicofol would have no economic effect on 
the competitiveness of other pesticides produced in the United 
States.

We also recommend the, deletion, of-the-retroactive application;of 
the-lower rate of duty, since its inclusion would establish a costly 
precedent, and would provide windfall benefits to some importers.

Chairman GIBBONS. Well, we don't want to do that. We don't 
want to provide any windfalls.

All right, any other comments?
Let's take up H.R. 5490 by Mr. Frank.
Mr. MILLER. Mr. Chairman, the administration objects to enact 

ment of H.R. 5490. There is at least one U.S. firm which assembles 
snap blade knives using foreign components. This firm would be 
disadvantaged by the enactment of this legislation.

Moreover, the bill would unilaterally reduce tariffs on snap blade 
knives and parts at a time when the U.S. Government is attempt 
ing to obtain substantially equivalent market access from other 
countries for U.S. exports. The main foreign supplier of snap blade 
knives and parts is Japan. A unilateral tariff reduction on imports 
from Japan would be counterproductive during this period of high 
bilateral trade deficits with Japan.

Chairmen GIBBONS. What is a snap blade knife?
Mr. WEISB. Snap blade knives consist of a plastic or metal handle 

enclosing a cutting blade of about 3 to 4 inches in length. By means 
of an adjustment mechanism incorporated in the handle—a 
grooved metal frame with teeth on one side and a spring and/or a 
set screw—the length of the exposed cutting surface may be varied, 
giving the tool multiple uses.

It is about the aiza of a pen. .You hold it and operate it with your 
thumb. The blade is lightly scored on one side, so that, with the aid 
of the adjustment mechanism, the end section of the blade may be 
easily snapped off, so that a new sharp cutting surface is exposed. 
The tool is used primarily in cutting wallpaper.
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U.S. PARATHION CONSUMPTION 
M IBS, OF TECHNICAL

36

28

H LBS/YR 20

12

'77 78 '79 '80 '81 '82 '83

STATEMENT OF GEORGE E. MILLER, VICE PRESIDENT, TRANS CHEMIC INDUSTRIES, INC.

SUMMARY
Mr. Chairman, I am George E. Miller, Vice President of Trans Chemic Industries, 

Inc. and I am accomplished here today by Graham Purcell of the Law Firm, Bishop, 
Liberman, Cook, Purcell and Reynolds. I thank you for this opportunity to testify 
before you and your subcommittee on behalf of H.R. 3817.

H.R. 3817 addresses a stepped down reduction in the tariffs on ethyl and methyl 
parathion over a five (5) year period. The reasoning for the request in H.R. 3817 is 
that during the "Tokyo Round of tariff negotiations, our trading partners request 
ed that the U.S. drop the American Selling Price Concept of tariffs. We all know 
that th"e American Selling Price Concept was enacted to protect an infant chemical 
company from low priced imports. Due to the fact that this infant industry matured 
into a giant, the United States agreed to eliminate the American Selling Price Con 
cept and substitute rates of duty which would be substantially equivalent to what 
was previously collected.

The intent of Congress at that time was that there be no substantial change in 
the amount of duty either upward or downward. This worked for most dutiable 
items, but the parathions were placed in a classification basket where the duty actu 
ally rose 53%, which we do not believe to be fair nor the intent of Congress and the 
relief we are requesting in H.R. 3817 addresses this attempt to be fair.

I will not attempt to go through the rocky history of the Parathions, but I will try 
to give some of the highlights.'The Germans discovered the parathions as an insecti 
cide. In the 1950s many companies both in the United States and abroad started 
production of these excellent insecticides. In the 1960s, there were as many as five 
producers of the Parathions in the United States. A price decrease of over 50% 
which brought the price from 88$/lb. to 40$/lb. overnight basically created the situ 
ation we have today. There is only one U.S. producer in the United States, thereby 
creating a virtual monopoly on this i/secticide.

Since the new tariff has been in eject, the price of methyl parathion has risen 
from $1.02/lb. to a list price of $1.55/lb. to the formulator, an increase of 52%. At
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the same time formulators in other countries are paying much less for this product. 
In Mexico, due to Government support, the formulator was only paying 73$/lb. for 
methyl parathion in 1983. The export price from the United States' only producer 
was $1.02/lb. in December, 1983. At the same time, our formulators are paying 
$1.55/lb. a differential of about 38%. Is this fair to our growers and consumers? Our 
growers are spending millions of dollars more for pest control than growers of the 
same crop overseas.

Today, when we are trying to be competitive in the export market with our most 
precious export item, our Agricultural Production, we place our growers at a disad 
vantage. How can we be competitive in agricultural commodity exports when our 
production costs are so much higher?

We believe the real issue here should not be whether one American producer can 
supply this valuable Agricultural tool to the entire market in the United States, but 
whether or not a one producer system, a monopoly, will be of benefit to our econo 
my. Without the presence of Cheminova in the parathion market, there would be no 
choice, no alternate source of supply. There would be no competition.

We urge your support for H.R. 3817 to help keep competition in American Agri 
culture.

Mr. Chairman, I have summarized my more detailed written testimony and with 
the permission of the Chairman, I wish to include my written testimony for the 
record.

Mr. Chairman, if you or any of the Subcommittee members have any questions, I 
will be more than willing to answer them.

STATEMENT

Mr. Chairman, my name is George E. Miller, Vice President of Trans Chemic In 
dustries, Inc., Secaucus, New Jersey. Trans Chemic is the United States Agent for 
Cheminova of Denmark, producers of ethyl and methyl parathion and other impor 
tant agricultural pesticides. With me today is Graham Purcell of the Law Firm, 
Bishop, Liberman, Cook, Purcell, and Reynolds.

I would like to thank you for this opportunity to testify before your subcommittee 
on behalf of HR 3817.

The parathions are phosphate insecticides and have been utilized in modern agri 
culture since the late 1940s. The parathions, because of their rapid action on pests 
and short term residual became important tools to the American farmer. These two 
products are still important tools for the production of food, fiber, and feed. Over 
the ensuing years, many companies went into the production of the parathions— 
Stauffer Chemical Company, Shell Chemical Company, American Potash Company 
(now Kerr McGee) and Retzloff Chemical Company (purchased by Velsicol Chemical 
Co.). This excellent pesticide was also being produced overseas by several of our 
trading partners including Denmark and West Germany where the compound origi 
nated.

Prior to the "Tokyo Round" of tariff negotiations, the U.S. parathion producers 
were protected by the benzenoid tariffs and the American Selling Price Concept.

The American Selling Price Concept was enacted to protect a fledgling chemical 
and dye industry from low priced imports and to guarantee the production of cer 
tain critical chemicals and dyes needed for the defense of the United States. The 
chemical and dyestuff industry has grown from infancy to gigantic proportions and 
therefore in response to requests by our principal trading partners during the 
"Tokyo Round" of tariff negotiations, the United States agreed to eliminate the 
American Selling Price basis for valuation and to substitute rates of duty which 
would produce revenues substantially equivalent to the revenues collected under the 
American Selling Price System.

With the elimination of the American Selling Price Concept, the intent of Con 
gress was clear in that there should be no substantial change in the amount of duty 
either upward or downward. The new duty rates were not intended to increase or 
decrease the amount of duties collected. In the case of the parathions, however, the 
rate of duty was increased by 53 percent instead of remaining the same. H.R. 3817 
addresses a step down reduction in the tariffs over a five (5) year period in order to 
sh'ow fairness and the past intent of the Congress. Denmark has long been consid 
ered one of our favorable trading partners. A country of only five million people 
purchased $1.54 billion from the United States while exporting only $842 million to 
the U.S. A very favorable balance of trade, and yet, the new tariff schedules raised 
the duty of one of their exports 53 percent. This small country is also one of the 
most environmentally active countries in the world. In order to achieve the environ 
mental changes deemed necessary not only by the Danish Government but also by
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Cheminova, Cheminova had to establish new purification techniques for water and 
air making the plant facility an environmentally safe model in Europe. Cheminova 
is proud of these achievements although the changes took time and a great deal of 
money.

The history of the parathions has been a rough and rocky road from its origin as 
a compound in Germany to the present day. In the early 1960s, there were as many 
as five producers in the United States alone, but there was also production in Den 
mark and West Germany. At that time, the price for methyl parathion to formula- 
tors in the United States was 88{/lb. while the price to overseas formulators was 
40$/]b. This 40$/lb. price to overseas formulators was being quoted not only by over 
seas manufacturers but also by Monsanto from production in Alabama. The end 
price to farmers overseas was cheaper than the price to our American farmer.

Competition among the U.S. producers of parathion gradually started reducing 
the prices to the American formulator until a day known as "Black Monday" in the 
pesticide industry. Monsanto, over a weekend, reduced the price for sales in the 
United States to 40$/lb. Salesmen went to formulators on this Monday and booked 
orders at this new low price which really only equaled the export price for the first 
time.

Many of the U.S. producers of the parathions, due to not being able to be competi 
tive, were forced to cease production and either leave the business entirely or 
become co-producers (buying the product from one producer for resale). Finally 
there were only two producers of the parathions on the market. In the late 1970s, 
Kerr McGee Chemical finally ceased production and sales of parathions, leaving the 
U.S. market with only one producer. The Kerr McGee share of the total U.S. par 
athion market was between 15 percent and 20 percent in the late 1970s. At the 
time, Kerr McGee suspended sales, the price to the U.S. formulator was between 
$1.02/lb. and $1.05/lb. As each producer had to withdraw from the marketplace, the 
price increased. In 1973, 48.U/1D. to 1978 where the price to 98<f/lb. (Please see ex 
hibit 1, attached.) The list price on methyl parathion today $1.55/lb. to the Ameri 
can formulator by the sole domestic manufacturer. The price for export by this 
same domestic manufacturer is between $1.02/lb. and $1.08/lb. depending on the 
market to be sold. Again, the American formulator and the American farmer are 
paying more for the same pesticide.

Cheminova of Denmark was selling small amounts of parathion in the U.S. 
market until the price reached 40$/lb. They too, were forced to stop the sale of par 
athions here. When Kerr McGee retired from the marketplace, Cheminova attempt 
ed to start sales again at the urging of several U.S. formulators who wanted an al 
ternate source of supply and a choice of suppliers. Cheminova, though selling their 
parathions throughout the world exported 568 tons in 1980, 1,703 tons in 1981, and 
1,509 tons in 1982. This small tonnage in no way even approximates 10-12 percent 
of the U.S. market and is not at all near the 15-20 percent market share vacuum 
left when Kerr McGee retired from the market. Of course, starting with almost 0 
percent, the percent gain in sales would have to be significant.

Even with only the small amounts of the parathions that Cheminova has shipped 
to the U.S., we feel that there has been a stabilizing influence on the marketplace. 
Fair competition in the marketplace is essential for our American farmer. American 
agriculture is in trouble today. The high currency conversion of the dollar against 
foreign currency, low cash reserves, and several consecutively poor years of produc 
tion nave placed the average farmer in a poor position. He needs every advantage 
that is obtainable to help reduce his cost of growing his crops. He does not need a 
monopoly in one of the very important pesticides used in our country.

Many products, including pesticides, after the patents expire are manufactured 
overseas and imported into the United States. Based on tariff negotiations, duties on 
these products have been decreased over the years. The effect of these imports, with 
the lower duties on the domestic producer have not forced the producer out of busi 
ness, has not closed production plants, but has added a new value to the market 
* * * competition. In the case of the herbicide, atrazine, for example, the American 
farmer benefited from the imported competition. The price to the farmer dropped 
approximately 40 percent due to this competition. This is the way it should be after 
the monopoly created by a patent ceases * * * free competition.

We believe the real issue that should be addressed by this subcommittee on H.R. 
3817 is not whether one American producer can supply the entire market but 
whether or not a one producer system will benefit the country. We are sure that the 
Congress did not intend to create a monopoly with their laws. We are sure it was 
not the intent of Congress to punish one of our good trading partners.

We urge your support of H.R. 3817 to give the American farmer an alternate 
source of supply in case of domestic production problems, to help stabilize the
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market for the American farmer and to keep competition in the marketplace be 
cause our farmers need every possible advantage in reducing the cost of growing his 
crops. Without a Cheminova in the parathion market, there would be no alternate 
source of supply and no competition in the marketplace.

We urge your passage of H.R. 3817 to help keep competition in American agricul 
ture.

Mr. Chairman, if you have any questions, I would be very happy to answer them.

[Article]

METHYL PARATHION
U.S. farmers will use 30 to 40 percent more methyl parathion in 1984 than in 

1983, according to Harvey Weyen, Director of Parathion Products at Monsanto Com 
pany and cotton growers will use 50 percent more. Mr. Weyhen attribute: the in 
crease in usage to higher crop production anticipated next year and the resurgence 
of the boll weevil.

U.S. cotton production will go from about 8 million acres last year to 12 to 13 
million acres this year, according to Mr. Weyen who says that demand from the 
Mississippi delta region, where most methyl parathion is used, will increase by more 
than 50 percent. The size of the increase is due to the fact that 1983 production was 
very low and the need for farmers to supplement their use of pyrethroid insecticides 
with methyl parathion to control the boll weevil.

Mr. Weyen says that cotton growers have been using the pyethroids more than 
methyl parathion in order to control pests because it last for seven to ten days com 
pared with one day for methyl parathion. The life cycle of the boll weevil, however, 
is only four to five days so that the pyrethroids were not being sprayed frequently 
enough to prevent the weevil from spreading.

In order to correct this, fanners will probably spray pyrethrum in combination 
with methyl parathion every ten dr.y3 or so and supplement that by spraying with 
methyl parathion alone more frequently, Mr. Weyen says. Pyrethroids also cost 
about $4.50 per acre while methyl parathion costs only 75$ per acre.

While the latter must be used more frequently it is still a more cost-effective 
means of controlling the weevil. The overall level of spraying is hard to predict, Mr. 
Weyen says, because the level of infestation will depend largely on the climate 
during the crop season.

Methyl parathion prices were increased by Monsanto, the sole U.S. producer, in 
November to $1.55 per pound for technical grade material, 80 percent, in drums, 
freight allowed, East. Ethyl parathion prices are unchanged and Mr. Weyen says 
that demand this year should remain the same as last year.

Ethy! parathion is used in orchards and on specialty crops where pyrethroids may 
gain a greater share, says Mr. Weyen. The Food and Drug Administration has al 
lowed these insecticides to be used on many of the same plants.

GAINS IN WEED CONTROL YIELD POTENT, LOW-DOSE HERBICIDES

(By Ronald Alsop)
When DuPont Co. began promoting a new cereal-crop herbicide in late 1982, farm 

ers wondered if they were being sold some modern-day snake oil. According to Du 
Font's salesmen, a heaping teaspoon of Glean herbicide would purge a full acre of 
such pesky weeds as Canadian thistle and wild mustard.

"It was hard to imagine that I could carry enough herbicide in my arms to treat 
all of my 950 acres," says John Leppert, a wheat farmer in Sarles, N.D. "To do the 
job before, it would have taken four 30-gallon drums of another herbicide." Re 
searchers at a Midwestern university assumed there was a typographical error in 
the instructions and used pounds rather than ounces of Glean.

But small doses are packing a bigger wallop as a new era begins in weed-control 
science. Many companies are hurrying to develop pesticides that kill more weeds 
without harming crops and work at concentrations of a few ounces or less per acre. 
Besides making the farmer's job easier, such small dosages may lessen the danger of 
contaminating the soil and ground water.

American Cyanamid Co. has several products in development that are expected to 
work at two to four ounces an acre. At PPG Industries inc., executives say that one 
of their new herbicides, still about three to four years away from the market, can be 
applied at rates as low as one-third to two-thirds of an ounce an acre.

This move to stronger, as well as more specialized weedkillers, comes at a time 
when the growth of herbicide sales is slowing. Most farm acreage in developed coun-
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tries has been treated with herbicides already. The National Agricultural Chemicals 
Association says the U.S. herbicide market more than doubled between 1976 and 
1981 to $2.75 billion, but edged up only 4% to $2.87 billion in 1982.

".As the competition has increased, everybody has begun looking for better mouse 
traps," says Hans von Ainsberg, agricultural chemicals research director at BASF 
Wyandotte Corp., a U.S. subsidiary of West Germany's BASF. Adds P. David 
Simcox, a manager in FMC Corp.'s agricultural chemicals group: "We're talking 
about replacing someone else's products. That will require new chemistry, not just 
improvement in chemistry."

Powerful, low-dosage herbicides can cost farmers as much or more per acre than 
older products applied by the pound. But companies claim that such herbicides will 
remain active longer and generally require fewer applications than traditional 
weedkillers. The smaller quantities are also easier for farmers to handle, although 
slight errors in measurement can be costly. To guard against that, Du Pont includes 
a plastic calibrated beaker for measuring Glenn, which sells for about $16 an ounce.

The reduced environmental risk of low-dosage herbicides may be a significant at 
tribute, given recent concerns about ethylene dibromide, a pesticide used on fruit 
and grain products, and the controversy over Agent Orange, the defoliant that Viet 
nam War veterans claim injured them. "Applying minute amounts of chemicals 
should reduce the hazards to the environment and to the farmer," says Stephen 
Miller, associate professor of weed science at the University of Wyoming. "But these 
are more highly active compounds, and they should be handled carefully."

Even trace amounts of these potent chemicals in the soil can make it risky to 
rotate from one crop to a more sensitive variety. Such broadleaf crops as sugar 
beets, sunflowers and lentils can be severely damaged by tiny amounts of Glean, for 
example. Mr. Leppert, the farmer in North Dakota, says some people who grow 
broadleaf crops in the state's Red River Valley region fear that Glean could land 
accidentally on their fields. "It would be at least four years in North Dakota before 
a field treated with Glean could be used for some broadleaf crops," he adds.

Du Pont hopes to minimize that possibility with a relative of Glean called Ally 
that disappears from the soil faster than Glean. It was recently introduced in Brit 
ain. In all, the company is testing about a dozen products in the same chemical 
family as Glean, including Londax for rice crops, which will be marketed this year 
in Thailand, and a soybean herbicide called Classic that will be used this year in 
parts of the U.S.

So far, Glean is setting the industry standard for low-dosage herbicides. Developed 
over six years at a cost of nwe than $35 million, the white powder rang up sales of 
more than $40 million its first year on the market in 1983.

Glean conquers weeds by inhibiting an enzyme essential for plant growth. Wheat 
and other cereal crops aren't affected because they can metabolize Glean into innoc 
uous byproducts. Animals don't have the enzyme, thus accounting for Clean's low 
toxicity.

After four years of tests on rats, dogs, cows and lactating nanny goats, scientist 
George Levitt boasts that Glean is less toxic than table salt. It would take nearly a 
pound of Glean, he says, to kill a 150-pound man, compared with about half a pound 
of salt.

Du Pont is still trying to educate farmers to Clean's unique mode of action. Weeds 
remain green and virulent looking after the herbicide is applied, turning brown and 
withering only after about 14 days. "Farmers become very concerned that they have 
spent good money and don't see any results," says Kent Reasons, a Du Pont manag 
er. We have to tell them, "Be patient! Be patient!"



H.R. 4035
To suspend temporarily the duty on a certain chemical intermediate. 
No comments received on this bill.

H.R. 4218 
To extend duty-free treatment to Metatoluic acid (MTA).

MORFLEX CHEMICAL Co., INC., 
Greensboro, NC, February 27, 1984.

Hon. SAM GIBBONS,
Chairman, Subcommittee on Trade, Ways and Means Committee, Longworth House 

Office Building, Washington, DC.
DEAR CONGRESSMAN GIBBONS: I am writing you concerning H,R. 4218, a bill which 

would extend duty-free treatment on meta-Toluic Acid. Meta-Toluic Acid is the 
major raw material to produce DEBT. DEBT is the active ingredient in all mosquito 
repellants. Morflex Chemical is a major producer of DEBT. Morflex Chemical is a 
newly formed company (December 1983) that is employee owned. This business, in 
Greensboro, was purchased by the employees under an ESOP Plan (Employee Stock 
Ownership Plan) from Pfizer, Incorporated. Thus with less than 100 employees 
DEET represents about 25% of Morflex's production on an annual basis.

We are asking congress to remove the import duty on meta-toluic acid that is im 
ported from Japan due to the following:

(1) The only U.S. producer, Argus Chemical, does not produce either the quality or 
quantity of meta-toluic acid to satisfy Morflex. We have tried to use Argus material 
in the past but have found, due to the uniqueness of our process, that we can not 
produce DEET to specification. Argus is not committed to the meta-toluic acid 
market in that their production capacity is only about 500,000 pounds per year of 
which they sell to another company. Our annual requirements on meta-toluic ex 
ceeds one million pounds.

(2) The import tariff on meta-toluic acid is 1.7 cents per pound plus 17.9% ad vo- 
lorem. The import tariff on DEET is 1.5 cents per pound plus 12.5% ad volorem. 
Bayer Corporation, of West Germany, is exporting DEET into the U.S. Morflex thus 
competes with this import material and the DEET duty is less than the meta-toluic 
acid duty.

(3) If the meta-toluic acid duty were completely removed the import price from 
Japan would still be higher than the U.S. produced meta-toluic. We are paying con 
siderable more for the import meta-toluic because of quality and availability.

(4) There are three U.S. producers of DEET, two of which are purchasing metato- 
luic acid from Japan. Morflex requirements on meta-toluic acid in 1984 will be 
about 1.5 MM pounds. Morflex requirements on meta-toluic acid have grown rapidly 
over the past five years, going from 700,000 pounds in 1980 to the 1.5 MM pounds in 
1984. Exports of DEET are an important factor for Morflex.

Thus Morflex is seeking relief of the import duty on meta-toluic acid. We feel that 
such duty relief will not hurt the simple U.S. producer of meta-toluic and will allow 
Morflex to compete more effectively against import DEET from Germany. I thank 
you and your committee for considering HR 4218. 

Yours truiy,
GARY F. TAFT, President.
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H.R. 4223
To suspend for a 3-year period the duty on 4-0-beta-D-Galactopyranosyl-D-fructosc. 
No comments received on this bill.

H.R. 4224
To suspend for a 3-year period the duty on nicotine resin complex. 
No comments received on this bill.

H.R. 4225
To suspend for a 3-year period the duty on an iron dextran complex. 
No comments received on this bill.

H.R. 4232
To amend the Tariff Schedules of the United States to clarify the classification of 

any naphtha described as both a petroleum product and a benzenoid chemical.
CONGRESS OF THE UNITED STATES,

HOUSE OF REPRESENTATIVES,
Washington, DC, June 4, 1S84- 

Hon. SAM GIBBONS,
Chairman, House Subcommittee on Trade, 
Longworth Building, Washington, DC.

DEAR MR. CHAIRMAN: It is my understanding that the U.S. Trade Representative 
(USTR), William Brock, has contacted your Subcommittee regarding my bill, H.R. 
4232, to amend the tariff schedules of the United States to clarify the classification 
of any naphtha described as both a petroleum product and a benzenoid chemical. I 
am writing to strongly oppose the modifications in this legislation as recommended 
by USTR.

In introducing this legislation, I sought to correct an anomaly in current tariff 
laws by which intermediate products, like catalytic naphtha and akylates, are as 
sessed a higher rate of duty than finished products, namely finished gasoline. The 
present, higher tariff on catalytic naphtha derives from its benzenoid content, even 
though the product itself is not broken down by users for the benzenoid component. 
H.R. 4232 takes the logical approach that naphthas which may contain a negligible 
amount of benzenoids, but which are also petroleum products used as gasoline 
blendstocks, should be assessed at the same duty rate as is pure naphtha, $.0025 per 
gallon. USTR's proposed changes—in an effort to correct problems that have arisen 
with off-specification gasoline—not only ignores this logic, but actually aggravates 
the problems which my legislation attempts to correct.

By making gasoline blendstock components dutiable at the same rate as finished
Sisoline, financial incentives for exporting countries to ship these products to the 

.S. market will disappear. If the tariff on finished gasoline were the same as that 
on unfinished iriotpr gasoline components, it would be more advantageous for for 
eign refiners to export only finished gasoline, which they already produce more 
cheaply than our own refiners, to the detriment mainly of independent gas produc 
ers. As I'm sure you are aware, generally only large U.S. gasoline refiners produce 
these intermediate substances, but they are unwilling to sell blendstocks like cata 
lytic naphtha and alkylate to independent oil companies and gasoline blenders. The 
proposal being made by USTR could, therefore, effectively choke off the foreign im 
ports while doing nothing to encourage large refiners to open up the domestic 
market, thereby seriously threatening the continued viability of small, independent 
refiners competing in the marketplace. In the end, it will be the American con 
sumer that will suffer from the lack of competition.

I believe that USTR's proposal will also exacerbate another major problem with 
current tariff laws which my bill seeks to correct. As stated above, catalytic naph 
tha is now subject to a ridiculously high duty because of its benzenoid content, de 
spite the fact that it is not economically viable to break down the benzenoid compo-
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nents for sale by themselves. Apparently, Customs assigned the higher duty rate 
based on benzenoid content, ignoring the end-use of this product as an intermediate 
gasoline blendstock. By lumping together all motor fuel blendstocks into a single 
definition as "materials chiefly used in direct blending and the manufacture of 
motor gasolines," I can foresee endless administrative questions arising. Not only 
will the U.S. Customs Service have to determine "chief use," but such a definition 
will also further add to a problem of basing tariffs on components rather than on 
end-use. For example, light naphtha is often, but not solely, imported for motor gas 
oline blending, and Customs officials would again face the difficulty of determining 
whether light naphtha would be defined as naphtha and dutiable at $.0025 or as 
motor fuel blending stocks, dutiable at $.0125. Other, similar products would be 
equally hard to classify. Under my bill, on the other hand, this type of substance is 
clearly defined and dutiable at a reasonable rate, based on the concept of end-use. 

Again, I strongly urge your Subcommittee's approval of H.R. 4232 without modifi 
cation, so that logical clarification of our tariff laws in this area can finally be 
achieved to the benefit of our nation's already threatened, independent refiners and 
gasoline blenders. Thank you for your attention to this matter, and with every good 
wish, I am

Sincerely,
JACK BROOKS, 

Member of Congress, Ninth District, Texas.



H.R. 4255
Providing for a reduction in the duty on certain fresh asparagus. 
See comments of American Farm Bureau Federation at p. 189.

H.R. 4296
To amend the Tariff Schedules of the United States to establish equal and equita 

ble classification and duty rates for certain imported citrus products. 
See also comments of American Farm Bureau Federation at p. 189.

STATEMENT OF HON. E. DE LA GARZA, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF TEXAS

Mr. .Chairman, it is my-pleasure to have the opportunity to address your Subcom 
mittee on the matter of H.R. 4296, and I appreciate your taking the time to receive 
my testimony.

H.R. 4296 is a corrective legislative measure. It does not significantly change the 
tariff schedule for orange juice—it only clarifies the current tariff classification for 
pure and concentrated juice by separating them into two distinct sections. H.R. 4296 
refines current language to make it abundantly clear that the original intent of the 
tariff schedule was to assess a duty of 0.20$ on pure orange juice imports and a duty 
of 35 cents on concentrate imports.

What is unfortunate, Mr. Chairman, it that in recent years orange juice concen 
trate has been mixed with water and imported into the U.S. as a reconstituted prod 
uct eligible for the special 20 cents duty normally reserved for truly pure orange 
juice. This re-mixing has occurred in the relative immunity of the foreign trade zone 
where duty fees do not have to be paid immediately. The importer has the option of 
paying duty on the product as is, or on a finished product slightly altered. Orange 
juice concentrate mixed with water is a finished product of this kind.

This reconstituted product is being brought into the U.S. under the "not concen 
trated" tariff section of current law—and indeed it is not truly concentrated because 
it has been mixed with water to represent a bogus pure juice. We all know from 
personal experience that pure fresh orange juice has a mellow flavor and concen 
trated orange juice is more tart. But if you mix a concentrate with enough water it 
will take on the coloration and mimic the flavor of pure juice.

If we allow this bogus fresh juice to compete with true fresh juice in our Ameri 
can market, the price of pure juice will naturally drop. And that's not fair to the 
American orange juice producer. He is held hostage because current tariff law, al 
though intending to protect him, is not clear enough to prevent this orange juice 
masquerade.

We are here only concerned with equity. No one is arguing for a reduction in im 
ports of orange juice concentrate—only a guarantee that fresh and concentrated 
juice can compete on their own two feet. I believe we should at the very least ensure 
that products compete in the marketplace as what they are and not masquerade 
their way through the tariff laws.

Both fresh and concentrated orange juice are viable consumer products, but fresh 
juice has a higher value because it it more expensive to make. It s«lls for a higher 
price in your grocery store because it is costly to produce. Concentrated imports 
mixed with waste threaten to lower the retail price of fresh juice—but the produc 
tion costs will stay high. This is not fair to the American fresh juice producers.

Let me go on recordd with my other colleagues who have cosponsored H.R. 4296 
and supported its simple rationale—to refine the current tariff law and make the 
original intent evidently clear.

Separate classifications for concentrated and not concentrated (fresh) juice is the 
equitable thing to do. We should recognize that concentrated products need not 
enjoy the luxury of a lower duty rate which the law says should be reserved for 
fresh juice. Our only problem here is that current law is lacking in precision of lan 
guage that we can easily correct.
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Again, Mr. Chairman, please accept my thanks for giving me that opportunity to 
explain my support for H.R. 4296—and I know the bill now rests with your capable 
SuDCommittee.

STATEMENT OF BOBBY F. McKowN, EXECUTIVE VICE PRESIDENT, FLORIDA CITRUS
MUTUAL

This Statement is submitted by Bobby F. McKown, Executive Vice President of 
Florida Citrus Mutual of Lakeland, Florida. FCM strongly supports and requests 
that the Subcommittee and the full Committee report favorably and expeditiously 
on H.R. 4296, a bill to provide for fair and equitable tariff classification of certain 
citrus products, and to close a "loophole" in the tariff classification of imported 
citrus juice, which may cause serious damage to the United States citrus industry.

Florida Citrus Mutual is a cooperative association of citrus growers and proces 
sors, which represents more than 90 percent of the orange, grapefruit, and other 
citrus growers of Florids. The citrus industry is an extremely important segment of 
Florida's economy, accounting for over 29 percent oft the $4.25 billion of Florida 
farm-gate receipts uj^l982: There _are in estimated-16,000 citrus producers in Flofi- 
da7Tepresentin"g~almost"20~percent of the 86,000-plus people directly employed in the 
Florida citrus industry in jobs ranging from harvesting to research.

Orange juice is presently imported into the United States under one of two tariff 
items:

(1) Item 165.30, Tariff Schedules of the United States: Not Concentrated citrus 
fruit juice, other than lime, not mixed and not containing over 1.0 percent of ethyl 
alcohol by volume, dutiable at a rate of 20 cents per gallon; and

(2) Item 165.3540, Tariff Schedules of the United States: Concentrated orange 
juice, not mixed and not containing over 1.0 percent of ethyl alcohol by volume, du 
tiable at a rate of 35 cents per gallon.

Pursuant to headnotes to Suopart A, Part 12, Schedule 1 of the Tariff Schedules 
of the United States: "any juice having a degree of concentration of less than 1.5 (as 
determined before correction to the nearest 0.5 degree) shall be regarded as a natu 
ral, unconcentrated juice." Consequently, any imported orange juice having a degree 
of concentration of less than 1.5 (or 17.3 degrees Brix) * at the time of entry may be 
imported as a not concentrated citrus juice, dutiable at 20 cents per gallon, while 
imported juice with a degree of concentration of 1.5 or greater (higher than 17.3 de 
grees Brix) at the time of entry is classifiable as a concentrate and is dutiable at 35 
cents per gallon.

H.R. 4296 will correct an inequitable development in tariff classification which 
has resulted from manipulation of imported orange juice concentrate in circumven 
tion of the intended classification and duty rate applicable to concentrated orange 
juice. For many years there has been international trade in fresh orange juice, and 
more recently a growing volume of United States imports of concentrated product. 
Orderly marketing practices in the United States have now been negatively affected 
by certain enterprising processors who have identified the above-referenced "loop 
hole" in the Tariff Schedules of the United States, as amended. At the present time, 
importations of highly concentrated (65 degrees Brix) orange juice are brought into 
U.S. Foreign Trade Zones (FTZs) for processing by blending and the addition of 
water, resulting in a reconstituted orange juice product (less than 17.3 degrees Brix) 
which, upon withdrawal or entry into the U.S. Customs territory, is dutiable at 20 
cents per gallon or less, 2 depending upon the tariff classification applied, rather 
than the 35 cents per gallon rate applicable to imported concentrates. One recent 
publicized instance of such manipulation concerns activities in the Atlanta Foreign 
Trade Zone, where the operator, in addition to diluting product to avoid the higher 
duty for concentrate, reportedly certified to the Customs Service that a much great 
er volume of reconstituted product was shipped out of the FTZ than was actually 
reconstituted. 3

1 "Degrees Brix" is a standard measure which represents the refractometic sucrose value of 
the juice, and reflects the amount of solids contained in the juice. Pursuant to Head note 3(b) to 
Subpart A, Part 12, Schedule 1, TSUS, the Secretary of the Treasury is to determine "from time 
to time" the average Brix value of like natural unconcentrated juice in the trade and commerce 
of the United States. Currently, the average value for natural unconcentrated orange juice has 
been determined to be 11.8 degrees Brix which, after correction to the nearest 0.5 degree of con 
centration, may be rated as high as 17.3 degrees Brix to be considered unconcentrated.

2 If the level of concentration is less than the solids content of natural juice (11.8 degrees 
Brix), the product may be classifiable as "fruit drink", rather than fruit juice, and is provided 
for under other provisions of the Tariff Schedules.

3 Atlanta Constitution, January 1984.
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There also have been efforts to use Customs bonded warehouses in a similar 

manner. In addition to FTZ manipulation, there are indications that concentrate 
may also be brought into Canada where there is no domestic citrus industry, and 
transformed at the border (adjacent to major U.S. marketing areas) into reconstitut 
ed products also entering the commerce of the United States at the lower rate of 
duty. Similar border operations exist in Mexico along the States of Texas, Arizona 
and California, and other citrus-producing States.

The sale of reconstituted product subject to substantially lower duties has a 
severe price-suppressing effect in normal U.S. marketing channels. It must be 
stressed that the principal foreign suppliers of frozen concentrated orange juice to 
the United States follow usual procedures and enter the concentrated product at 35 
cents per gallon and, as far as FCM is able to ascertain, do not engage in the above 
practices. However, the low value-added manipulation of the concentrated product 
to produce reconstituted juice and circumvent the intended classification for concen 
trate yields a large, inequitable duty savings in a highly price-sensitive market. The 
import sensitivity of the citrus industry was recently reaffirmed in a countervailing 
duty determination of the JLLS. International. Trade Commissions which found on 

-July-11, "1983, that the "domestic" industry is threatened with material injury by 
reason of subsidized imports of frozen concentrated orange juice from Brazil.4 In ad 
dition, the Trade Policy Staff Committee, chaired by the Office of the U.S. Trade 
Representative, has consistently declined to review petitions to add orange juice to 
the list of products eligible to receive duty-free treatment when imported from bene 
ficiary developing countries under the Generalized System of Preferences, 19 U.S.C.

The industry's vulnerability has been heightened by the recent winter freeze in 
Florida, the third in the last four years, which has caused a projected loss of ap 
proximately one-third of the crop. In addition to the extraordinary expenses of re 
placement and rehabilitation of some groves, the industry will face substantially in 
creased unit processing costs due to the decline in volume. Under these circum 
stances, the price suppression caused by tariff manipulation will severely affect the 
industry's ability to earn the returns nec??«ar£ to mset these increased costs. The 
unintended tariff savings yielded by this classu?cation "loophole" will have increas 
ingly disruptive effects on price.

As a result of the increased use of this classification circumvention, amendment 
to 19 USC §1202 is necessary to correct anomalous Customs treatment of increasing 
importations into the United States of orange jure concentrate products classified 
as "not concentrated" citrus juice under TSUS item 165.30, dutiable at 20 cents per 
gallon. The new provisions, as set forth in S. 1636, will reaffirm the intention of 
Congress that the lower rate of duty provided for in current TSUS item 165.30 is 
limited to fresh, natural orange juice, and orange juice with a level of concentration 
under 17.3 degrees Brix (i.e., a degree of concentration of 1.5), rather than concen 
trated orange juice and reconstituted derivatives thereof. The amendment insures 
the integrity of the Tariff Schedules by providing for concentrates and their deriva 
tives at the 35 cents per gallon rate of duty provided for in TSUS item 165.35.

The United States, under auspices of the General Agreement on Tariffs and Trade 
(GATT), has granted tariff concessions on "not concentrated" orange juice (item 
165.30) under the assumption that this provision applies mainly to non-reconstituted 
juice. However, since 1981, it has become increasingly apparent that imported 
orange juice in reconstituted forms has been classified as the equivalent of natural 
orange juice, thus taking advantage of lower U.S. tariff treatment for which no re 
ciprocal concessions were received. This practice is contrary to Congressional inten 
tion to separately classify natural or single strength orange juices as a "not concen 
trated" product under item 165.30, dutiable at the specific rate of 20 cents per 
gallon, and to classify orange juice made from concentrate under item 165.35, duti 
able at a specific rate of 35 cents per gallon.

The amendment will create a separate classification for unconcentrated orange • 
juice, under TSUS item 165.27. This would not include juice made from a concen 
trated product with a degree of con . jntration of 1.5 or greater (as determined before 
correction to the nearest 0.5 degree). The result would be that orange juice imported 
as "not concentrated" would include only orange juice in its natural form, which is 
within the concentration tolerance set fc/th in Headnote 4 for "natural unconcen-

4 Frozen Concentrated Orange Juice from Brazil, USITC Inv. No. 701-TA-184 (Final), Pub. No. 
1406 (July 1983). The determination left in effect a suspension agreement whereby the Govern 
ment of Brazil has agreed to impose an export tax to offset the amount of net subsidies received 
by Brazilian concentrated orange juice exporters. The current Brazilian export tax is 3.5 percent 
ad valorem, pursuant to a determination of the U.S. Department of Commerce.
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i*ated juice." Imported orange juice which was made from a concentrate with a 
degree of concentration of 1.5 or greater (i.e., approximately 17.3 degrees Brix) 
would be classified as "other", under new TSUS item 165.29, as would imports of 
concentrated orange juice.

The proposal in H.R. 4296 will not affect the classification and the duty status of 
any other fruit juices classified under Part 12 of Subpart A. It will not modify appli 
cation of Headnotes 1 to 5 in Subpart A of Part 12, as to any non-citrus products. 
Further, implementation of this amendment will not affect the current tariff classi 
fication and present rates of duty applied to other imported citrus juice concentrate 
or fresh natural juice of any kind. Accordingly, it is believed that enactment of the 
proposed new tariff items will have no effect on commercial balances of trade in 
citrus products and will therefore not require compensation payments to the trading 
partners of the United States.

FCM does not hereby suggest the necessity of protective provisions in an attempt 
to restrict trade in citrus juice. Nor does FCM suggest that tariffs should be in 
creased. On the contrary, the domestic industry has historically committed.substan- 
tial resources to worldwide_market development for citrus juices, and this commit- 
ment'has'benefited'our trading partners as well as the United States industry. How 
ever, opportunistic manipulation of U.S. tariff classification provisions threatens to 
introduce increasingly disruptive influences into a highly sensitive market. The cur 
rent tariff structure has functioned well, until recently, in assuring the availability 
of adequate supplies of orange juice for U.S. consumers from both domestic and 
import sources. The proposed amendment to the Tariff Schedules as set forth in 
H.R. 4296 is essential to close an anomalous classification loophole and reiterate the 
intent of Congress that concentrated juice, whether or not reconstituted, be classi 
fied under the appropriate provision.

For the foregoing reasons, Florida Citrus Mutual requests that the Subcommittee 
on Trade and the Committee on Ways & Means report favorably to the U.S. House 
of Representatives on H.R. 4296.

[By permission of the chairman, the following statement was included in the 
record:]

STATEMENT OF HOLIDAY JUICE LTD., WINDSOR, ONTARIO, CANADA

SUMMARY
Holiday Juice Ltd. respectfully submits that House Bill No. H.R. 4296 should not 

be enacted, at least in its present form, for the following reasons:
(1) The effect of the Bill will be to immunize U.S. juice processors against a degree 

of foreign competition which in all the circumstances is negligible;
(2) The proposed legislation should be restricted to the specific abuse at which it is 

aimed, namely the bulk importation of orange juice; it should not be cast (as it pres 
ently is) so broadly as to raise the tariff on orange juice and other citrus drinks in 
consumer or institutional sized packages which are not part of the preceived prob 
lem and have always been intended to attract the lower rate of duty;

(3) The present tariff of 20 cents a gallon on single-strength orange juice reconsti 
tuted from frozen concentrated juice is bound by GATT and any increase in the 
tariff will require the United States to compensate the •"'-ATT contracting parties 
affected thereby; and

(4) The legislation, as it would apply to Canadian-made single-strength juices re 
constituted from concentrate, in consumer in institutional sized packages, would dis 
regard the recent 40% reduction by Canada of the duty on U.S. juice products ex 
ported into Canada and would confer, in both the U.S. and Canadian markets, one 
more significant, and unnecessary, advantage on U.S. juice processors vis a vis their 
Canadian counterparts.

PURPOSE OF BILL H.R. 4296

House Bill No. H.R. 4296, along with House Bill No. H.R. 3398 which now incorpo 
rates Senate Bill No. S 1636, each propose to amend the Tariff Schedules of the 
United States by increasing the rate of duty on reconstituted orange juice from the 
present level of twenty cents (20$) per gallon to thirty five cents (35$) per gallon.

The stated purpose of these measures is a commendable one—to stop—a handful 
of importers [who] are circumventing the intent of the tariff law by shipping highly 
concentrated orange juice to foreign trade zones in the United States or warehouses 
adjacent to the United States borders, and diluting the product there before ship-
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ping it out at the lower tariff." The importers responsible for the foregoing practice 
were juice bottlers and processors located within the United States.

The information recorded in U.S. reports statistics IM 146 clearly indicates that 
the administrative action requested by Senator Hawkins effectively eliminated the 
abuse. U.S. imports statistics under category Number 165^-30 indicate that total 
volume of unconcentrated citrus fruit juices other than lime imported into the 
United States in 1980 totalled just under $2,000,000. In 1981, the total was 
$15,400,000. In 1982, the total of such exports had fallen to below $6,000,000.

The increase in imports in 1981 was the direct result of United States juice proc 
essors seeking to circumvent existing tariff laws in the manner indicated by Senator 
Hawkins. It appears clear, however, that by 1982, the administrative action request 
ed by Senator Hawkins effectively eliminated the abuse, since imports fell by some 
$10,000,000 between 1981 and 1982.

The preview from Senator Hawkins .comments, that-further legislative action is 
_required. In our view, however, the legislative solution proposed is not the appropri 

ate method for dealing with the problem
The application of this proposed legislation to legitimate importers of single 

strength juices in consumer sized packages unfairly immunizes United States juice 
processors from the possibility of any foreign competition whatsoever, most certain 
ly is not what was intended when existing tariff agreements were negotiated, is in 
consistent with U.S. obligations bound under GATT, and may indeed violate trade 
agreements made at the most recent round of GATT negotiations.

THE LEGISLATIVE SOLUTION IS DESIGNED TO FURTHER IMMUNIZE, UNNECESSARILY, 
DOMESTIC JUICE PROCESSORS FROM FOREIGN COMPETITION

The citrus industry in the United States is not one industry, but two industries. 
The citrus agricultural industry grows citrus fruits. It is an important basic indus 
try to the United States and has traditionally enjoyed substantial tariff protection. 
The juice processing industry in the United States, however, is essentially a bottling 
and processing industry that reconstitutes citrus and other juice concentrates, bot 
tles or cans reconcentrated juices and sells the same to retail and institutional cus 
tomers.

Many owners of juice processing plants are also substantial owners of large citrus 
groves, and the relationship between the citrus agricultural industry and the juice 
processing industry within the United States has been a very close relationship. The 
juice processors within the United States have been almost totally immunized from 
competition because tariffs essentially aimed at protecting the agricultural citrus in 
dustry effectively precluded juice processors in other countries from competing ef 
fectively within the United States market.

While the purpose of the legislation in question is commendable, the specific legis 
lative solution—"Once concentrate, always concentrate"—is far greater in scope 
than that required to remedy the problem as perceived, and in fact, anything re 
quired to protect the agricultural citrus industry of the United States.

The United States tariff rates have always differentiated between the rate of duty 
to be applied on concentrate and the rate of duty to be applied on single strength 
juice. The imports were from a favoured trading nation. The reason for the distinc 
tion has always been precisely the reasons set forth in the press release issued by 
Senator Hawkins on the 29th day of June, 1983 mainly because the differentia! 
". . . helps to equalize the cost of importing orange juice regardless of the manner 
in which it is shipped. The law requires higher tariffs—thirty five cents (35$) a 
gallon—on highly concentrated juice which is cheaper to ship, and lower tariffs- 
twenty cents (20{) a gallon—on less concentrated juice which is a bulkier product 
and more expensive to ship." While the legislation is commendable, and perhaps it 
is necessary legislation, it is difficult to conclude that the primary cause for select 
ing the "once concentrate, always concentrate" approach was to totally insulate 
juice processing firms within the United States from the possibility of any foreign 
competition whatsoever, especially having regard to the de minimis level of foreign 
competition as previoulsy described.

THE LEGISLATION SHOULD BE REVISED TO AVOID UNFAIR ADVERSE EFFECTS ON UNITED
STATES TRADE PARTNERS

In 1981, importers improperly circumventing the intent of the existing tariff law 
were obtaining a double advantage which clearly the legislation had not intended, 
namely, lower transportation costs, and lower tariffs.

Senator Hawkins, in our view, is correct when she states that the United States 
tariff schedule, when negotiated, intended to equalize the cost of importing orange
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^uice regardless of the manner in which it was shipped--thirty five cents (35$) a 
gallon on highly concentrated juice, which is less expensive to ship, and twenty 
cents (20$) a gallon on single strength juice, which is a bulkier product, and more 
expensive to ship. The proposed amendment, however, is not consistent with what 
was intended when trade agreements were negotiated.

The original intent of the law could be frustrated by United States processors im 
porting highly concentrated orange juice to foreign trade zones in the United States, 
or to warehouses adjacent to United States borders, and diluting the product there 
before shipping it out a the lower tariff, essentially only where such product is 
shipped into the United States in bulk. Such importers were able to dilute the juice, 
and transport it in bulk for something less than fifteen cents (15$) per gallon, which 
was the amount saved on the import duties. They were then in a position to further 
process the juice in their own UnitecLStates_plants,-and the cost of the raw material 
provided-the'differencei which was not too great would be something less than the 
cost of importing pure concentrate. If the administrative controls are in fact inad 
equate, the proposed legislation should be limited to bulk importation of ora ige 
juice, and not to orange juice and other citrus drinks in consumer or institutional 
sized packages. The adoption of the "once concentrate, always concentrate" princi 
ple being advanced by the proposed tariff legislation is not required to prevent cir 
cumventions of existing tariff law, nor is it required for the purpose of protecting 
the Florida orange growing industry.

Because of the substantial cost of transporting single strength juices, only juice 
processors located within Canada and Mexico can hope to compete even in a very 
small way with juice processors located within the United States. Packaging costs, 
handling charges, and transportation costs associated with transporting single 
strength juice in consumer sized packages, including the bulk created by the pack 
ages and containers, together with the twenty cents (20$) per gallon duty already 
imposed on single strength orange juice when imported into the United States, has, 
as the imports statistics show, made it extremely difficult, in fact almost impossible, 
for juice processors in Canada or Mexico to compete with United States juice proces 
sors for the retail market.

The existing tariff rate appears all the more unjust, since it applies even when 
the juice processor is shipping into the United States juice reconstituted from con 
centrate purchased in the United States.

Frequently, our own plant acquires the packaging materials and concentrate from 
the United States, and is still required to pay twenty cents (20$) per gallon upon 
importation of such products into the United States.

The existing distinction between the rate of duty, single strength juice, as opposed 
to the rate of duty on concentrate exists expressly for the purpose of recognizing the 
additional costs in shipping single juice to the consumer market in the United 
States. It is simply not correct to suggest that the proposed amendment would be 
consistent with what was intended when trade agreements were negotiated.

As far back as 1960, a comprehensive study was prepared by the United States 
tariff commission for presentation to the President and the Chairmen of the Com 
mittee of Ways and Means of the House, and the Committee on Finance of the 
Senate. In tracing the legislation as far back as 1922, we can find no reference what 
ever to the fact that the rate of duty applicable to single strength juice was intended 
to be restricted to freshly squeezed orange juice, a comment made by Congressman 
Ireland in the House of Representatives. Orange concentrate has been the dominant 
element in the orange juice processing industry for virtually fifty (50) years.

The reason for the lower rate of duty on single strength juice was quite simply to 
recognize that there were substantial increases in the costs of handling, packaging 
and shipping strength juice.

U.S. import statistics indicate that apart from the abuse complained of which was 
carried out substantially in 1981, the total imports into the United States of not con 
centrated citrus fruit juices other than lime never reached $2,000,000 per year (U.S. 
statistics IM 146 Number 165-30). We would presume that the report figures include 
all forms of citrus juice, not merely orange juice, and include any citrus juice recon 
stituted from concentrate purchased in the United States. It is impossible to suggest 
that the fifteen cent (15$) per gallon reduction in the rate of duty on single strength 
juice when such juice is packaged in consumer sized packages could possibly consti 
tute a threat to the Florida orange growing industry.

U.S. GATT OBLIGATIONS AND EXISTING TARIFF AGREEMENTS IN 1979

The present Tariff Schedules of the United States treat reconstituted orange juice 
as unconcentrated or single-strength juice which is dutiable at 20 cents a gallon,



250
and this treatment and duty rate have been bound by GAIT since 1947 and con 
firmed by the U.S. Customs Service to be so bound on two occasions since then. We 
understand that the United States Trade Representative, William E. Brock, is also 
of this view and so advised Senator Dole in a letter to Mr. Dole advising that the 
Administration did not support Senate Bill No. S. 1636. The increase of this duty to 
35 cents a gallon would give rise, under GATT, to an obligation on the part of the 
United States to compensate GATT contracting parties prejudiced by such action.

Furthermore, as a consequence of the most recent round of GATT negotiations, 
the United States requested and obtained a reduction in the rate of duty imposed by 
Canada upon the importation of juice products from the United States. This reduc 
tion was solely for the benefit of juice processors located within the United^States.^ 
The rate of duty was reduced from five percent (5%) of value to three percent (3%) 
of value.

Based upon current market prices, the present rate of duty charged by Canada on 
single strength juice imported from the United States is just less than seven cents 
(7$) per gallon (see Exhibit 1 attached). Canadian juice processors must already pay 
twenty cents (20t) per gallon when shipping their products into the United States. 
This rate of duty, together with the additional freight and handling charges, are the 
reasons imports of not concentrated citrus juices into the United States have always 
been at minimal levels, notwithstanding the fact that Canada has a very large juice 
processing industry.

By way of contrast, the very favourable rate of duty imposed by Canada has al 
lowed the United States juice processing industry to ship into Canada in consumer 
sized containers, more than $60,000,000 worth of orange concentrate and single 
strength orange juice in 1982 alone. The total value of all Canadian imports from 
the United States of citrus products packaged in retail and institutional sized pack 
ages exceeds $70,000,000 United States dollars. When bulk concentrate is added to 
the foregoing figures, Canada's imports of orange and other citrus products from the 
United States exceeds the sum of $100,000,000 annually.

While United States juice processors as recently as 1979 sought to expand their 
ability to penetrate the Canadian market, they are now seeking to eliminate even 
the most minor intrusion by Canadian processors into the United States market. 
The real purpose, one suspects, for their urging upon their Congressional Represent 
atives, the adoption of the "once concentrate, always concentrate" formula rather 
than differentiating between bulk shipments and shipments of single strength juice 
in consumer packages is to immunize their industry from any foreign competition 
whatsoever.

The intent to further enhance their competitive position appears all the more in 
defensible when one recognizes the dramatic proportion of the Canadian market for 
citrus products in consumer sized containers which United States processors already 
have compared to the almost immeasurable proportion of the United States market 
that Canadian processors currently enjoy. Moreover a substantial proportion of the 
single strength juice exported by Canada into the United States consists of product 
originating within the United States, and in respect of which Canadian juice proces 
sors are required to pay a twenty cent (20$) per gallon duty, notwithstanding the 
fact that the place of origin was the United States.

When viewed from the position of a Canadian juice processor, and in fact interests 
of Canada as a trading partner of the United States, the position of the juice proces 
sors in the United States becomes all the more untenable when we read in the 
August issue of National Geographies that the United States intends to locate a 
plant within a free trade zone in Wyoming for the purpose of exporting orange juice 
made from Brazilian frozen concentrate into Canada to compete with Canadian 
packers. All such orange concentrate imported into the United States and then re- 
exported by the juice processors will entitle such processors to receive a rebate of 
any duty paid to the United States. They will, therefore, be using Brazilian orange 
concentrate for the purpose of selling into the Canadian market rather than Florida 
concentrate. They will be manufacturing the product in the United States without 
duty, and then exporting that product into Canada at a duty rate which is one-third 
the present rate of duty Canadian processors must pay when importing their prod 
ucts into the United States.

In our opinion, further legislative action is not necessary in order to stop the 
abuse. If it is necessary,,that legislation should be drafted so as to prohibit the spe 
cific abuse aimed at, but not interfere with the legitimate rights of processors in 
Canada and Mexico to export their products to the consumer market in the United 
States. From the point of view of our Company, substantial capital investment has 
been made in the expectation that because of its geographic location in Windsor,
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Ontario, it would be able to compete within a reasonable radius of Windsor with 
juice processors in the United States market.

COMPARATIVE ANALYSIS ON IMPORT DUTIES OF SINGLE STRENGTH ORANGE AND GRAPE 
FRUIT JUICE PRODUCT MANUFACTURED IN CANADA AND SOLD IN THE UNITED STATES 
VS. PRODUCT MANUFACTURED IN THE UNITED STATES AND SOLD IN CANADA

For purposes of this comparison, we will be comparing 64 oz. glass orange juice 
and grapefruit juice. The duty rate for products manufactured in Canada and sold 
in the United States is currently twenty cents (20$) per gallon of single strength 
juice. It should be noted for ease and understanding,that single strength juice in the 
readily drinkable form Has approximately one (1) L/S (Pound Solid) per gallon of 
juice.

Orange and grapefruit juice made in Canada and sold in the United States is cur 
rently dutible at twenty cents (20$) per gallon. The new proposed legislation would 
increase duty to thirty-five (35$) cents per gallon under the assumption of "once 
concentrate, always concentrate". This would make it the same duty rate as concen 
trate, which is thirty-five cents (35$) L/S, and again, 1 L/S approximates one gallon 
of single strength juice. The opposed legislation 'of course only deals with orange 
juice, not with grapefruit juice. It is unusual to differentiate betwen grapefruit and 
orange concentrate. In fact, it has never been done before. Presently, Florida has a 
tremendous glut of grapefruit juice, and prices are very severely depressed within 
the state of Florida on grapefruit concentrate, because of the substantial glut.

If a Canadian manufacturer makes a case of 64 oz. glass orange juice containing 
six units per case, that equals three gallons of product. Currently, the duty rate 
would be three gallons multiplied by twenty cents (20$) per gallon, which is sixty 
cents (60$) per case, United States funds.

In our particular case, that being Holiday Juice Ltd., we procure all of our grape 
fruit concentrate from the state of Florida. It is, therefore, a United States product. 
In addition, we buy our 64 oz. glass bottles, which come in corrugated boxes, and our 
labels from the United States. We bring these into Canada to be used in packaging 
pur 64 oz. glass bottles of grapefruit juice for export to the United States, the only 
items of value added to the product in Canada are the cost of the caps on the bot 
tles, the labour and overhead for processing the product, and, of course, the profit. 
Over seventy-five percent (75%) of the cost of the product is procurred in the United 
States. In spite of this, this is no allowance for an ad valorem duty on an item such 
as juice. United States tariff legislation does allow for ad valorem duty on process 
ing, but only processing of metal, which must be further processed, again, in the 
United States. This would, of course, be the same case on orange juice, which is also 
currently at twenty cents (20$) per gallon duty. It is clear that the intent of legisla 
tion is not only to protect the citrus growing industry in Florida, but, also to elimi 
nate foreign competition in its entirety if at all possible.

If we use the example of 64 oz. orange juice, and we assume a selling price to a 
chain store of $10.00 per oase on six units of 64 oz. product per case, we can then 
make calculations. Therefor e, the following is the calculation:
Selling price (Canadian dollars)................................................................................. $10.00
Less: Distributor's profit—estimated 15 percent (per case Canadian di liars).... 1.50
Less: Freight charge of 6 percent (per case Canadian dollars).............................. .60

Net selling price—Canadian dollars............................................................... 7.90
Estimated duty—3 percent rate (Canadian dollars)................................................ .24
24$ per case Canadian converted to United States at 1.235 equals (Canadian

dollars).......................................................................................................................... .20
The duty rate for a Canadian manufacturer to ship product into the United

States is currently (per case U.S. dollar)............................................................... .60
The duty rate for a U.S. packer to ship product into the United States is

estimated to be (approximately .07 per/gallon) (per case U.S. dollar)............. .20

Advantage to U.S. packer (approximately .13 per gallon/ (per case
U.S. dollars)......................................................................................................... .40

In addition to the advantage of duty, the United States packers also have reduced 
costs of packaging materials, higher efficiencies of scale, and less expensive trans 
portation costs, thus giving them substantially more of an advantage to compete in 
the Canadian market than a Canadian packer has to compete in a United States 
market.
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Assuming that the duty rate is raised from twenty cents (20$) per gallon of 

orange juice going into the United States to the proposed thirty-five cents 
(35{) per gallon on this particular case at 64 oz. per unit, it would raise 
duty going into the United States to (per case U.S. dollars).............................. $1.05

Again, comparing this to the estimated duty of twenty cents (200) per case 
going into Canada, the United States packer has the advantage of (per 
case U.S. dollars)........................................................................................................ .85
Plus, the other efficiencies available in the United States and not available in 

Canada. This is an unfair competitive advantage. Canada has all of the capacity re 
quired to pack the juice necessary, for consumption.

" McDERMOTT, WILL & EMERY,
Washington, DC, March 30,1984.

JOHN J. SALMON, Esq.,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: This letter sets forth our opposition to H.R. 4296, now pending 

before the Subcommittee on Trade. If enacted into law, the Bill would increase the 
tariff on single-strength orange juice reconstituted from frozen concentrated orange 
juice (FCOJ).

The Bill would create two new tariff items (TSUS Items 165.27 and 165.29) and 
would subject reconstituted orange juice to a 35 cents pec gallon tariff under Item 
165.29. This product currently is subject to a 20 cents per gallon tariff.

SUMMARY
A. Imports of reconstituted orange juice are de minimis. They pose no threat to 

the domestic industry.
B. The current classification is bound under the 1947 GATT concession and 

cannot be changed without creating a GATT compliance problem, which may bring 
about Article XXVIII compensation claims, as well as other possible difficulties with 
our GATT trading partners.

C. As recognized in Ambassador Brock's letter, reconstituted orange juice is not a 
new product, but rather has been recognized in the TSUS itself since 1963. Under 
GATT practice, our GATT trading partners have a right of reasonable expectation 
that the historical tariff treatment will continue.

D. As Ambassador Brock pointed out, administrative remedies, such as Section 
201 of the 1974 Trade Act, are available under U.S. trade laws to aid domestic pro 
ducers faced with unfair or injurious competition from imports. If the proponents of 
this legislation believe they are being injured or threatened with future injurv— 
which seems to us most unlikely given the facts set forth above—they should r ^ek 
relief under already available procedures. The legislative change represented by 
H.R. 4296 would undercut our existing GATT obligations, create difficulties with our 
trading partners, and require compensation (or encourage retaliation) that would 
injure American producers or exporters in other industries. That is too high a price 
to pay for the removal of a non-existent "problem."

BACKGROUND

/. The current tariff is GATT-bound, and the Administration does not support this 
legislation, which would raise the tariff.

In the Tariff Schedules of the United States (TSUS), 19 U.S.C. § 1202, reconstitut 
ed orange juice clearly is treated as "unconcentrated," or single-strength, juice for 
tariff purposes, and is subject to a 20 cents per gallon duty. (TSUS Item 165 30.) The 
proposed legislation would increase that duty.

As shown by the November 9, 1983 letter from Ambassador Brock to Chairman 
Rostenkowski concerning an identical Bill (H.R. 3587), "(t)he Administration dfks 
not support this legislation." (We enclose a copy of Ambassador Brock's letter.)

Ambassador Brock pointed out that any increase in the tariff would be inconsist 
ent with long-established United States obligations to our trading partners, which 
obligations have been bound under the General Agreement on Tariffs and Trade 
(GATT) since 1947. He stated that an increase in bound duties on this product 
"would likely subject the United States to claims for compensation in the form of 
reductions of U.S. tariffs on other products or retaliation in the form of increased 
tariffs affecting U.S. exports."
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In his November 15, 1983 testimony before the Subcommittee on Trade, Mr. 

Hathaway of the USTR's office went into some detail about the Administration's 
reasons for its non-support. We invite your attention to the transcript of that testi 
mony, which has not yet been printed and released.
If. Imports of reconstituted orange juice are negligible and pose no threat to the do 

mestic industry.
As set forth below, we also believe that imports of reconstituted orange juice .are 

de minimis, pose no threat to the domestic orange juice industry, and do not war 
rant a change in tariff treatment that would violate our international trade obliga 
tions.

The U.S. International Trade Commission analyzed the orange juice trade in its 
recent investigation, Frozen Concentrated Orange Juice from Brazil (US ITC Pub. 
1406 July 1983). The staff report dealt with reconstituted orange juice in a single 
sentence, mentioning only that "(t)he petitioner has noted a trend toward the im 
portation of FCOJ into States outside of Florida for conversion into reconstituted 
juice." (ITC Report at p. A-25.) The ITC staff drew no conclusion from that assertion 
by Florida Citrus Mutual, the petitioner there and a leading force behind the Bill 
under consideration. None of the ITC Commissioners mentioned the subject. 
.There was a sound basis for the ITC's lack of interest in the reconstitution issue. 

The Department of Agriculture's Horticulture and Tropical Products Office has ad 
vised us that the importation of reconstituted orange juice, and of single-strength 
orange juice as a whole, is negligible.

Virtually all the orange juice imported into the United States enters in the form 
of frozen concentrated orange juice. Indeed, Florida Cannors Association statistics 
do not include data on the importation of single-strength orange juice at all; the fig 
ures are exactly the same for FCOJ as for total imports. Similarly, the Florida 
Citrus Processors Association Statistical Summary for the 1981-82 Season does not 
include data on reconstituted orange juice. In short, the Florida industry itself does 
not even collect statistics on this alleged "problem."

In all other economic and statistical reports or studies examined, including re 
ports of USDA's Economic Research Service and Foreign Agricultural Service, and 
the 1981-82 Florida Department of Citrus Report, the importation of reconstituted 
orange juice is given little or no attention. The Commerce Department's statistics 
show 1981 imports of some 230 million gallons of FCOJ (measured in single-strength 
equivalent), and of only 6 million gallons of single-strength orange juice.

The importation of orange juice into the U.S. often is done to offset low U.S. pro 
duction due to frost damage, and also is used to allow for larger exports by the U.S. 
to other consumer countries. The practice of importing foreign orange juice for 
eventual re-export, and the application by the U.S. industry for corresponding draw 
back payments, was recognized by the ITC and is a generally acknowledged practice; 
it is keyed to the two-price system that maintains a higher domestic price while dis 
counting on the export market through use of imported (and re-exported) products. 
(See Ward, "The Economics of Florida's FCOJ Import and Exports: An Econometric 
Study" (1976), at pp. 97, 100.)

Statistics quoted in Ambassador Brock's letter, which may have come from the 
domestic industry, confirm this situation. We understand that imports from Canada 
of reconstituted orange juice (estimated by USTR at $1.1 million in 1982) consist pri 
marily of a ready-to-drink single-strength product packaged in small retail and food 
service-sized containers and sold into regional U.S. markets near the border. This 
cannot be a serious problem for the U.S. industry, and if this market were fore 
closed to the Canadian industry, one can readily anticipate a GATT issue, particu 
larly given the Administration's own agreement, both in Ambassador Brock s letter 
and in USTR's November 15 testimony to the Subcommittee on Trade, that the duty 
rates on TSUS Items 165.30 and 165.35 are GATT-bound.

As for the $4.4 million of single-strength orange juice imported from Mexico in 
1982, Ambassador Brock wrote that "it is not known how much of the $4.4 million 
of trade in the 'non-concentrated' category from that country is reconstituted and 
how much is single-strength orange juice." Thus even the Administration's most 
current statistics, whose source probably is the domestic industry itself, show that 
there is a negligible level of reconstituted orange juice imports.

For the above reasons, we recommend that H.R. 4296 not receive the approval of 
the Subcommittee on Trade, the Ways end Means Committee, or the House. 

Respectfully submitted,
TERENCE ROCHE MURPHY.

Enclosure.
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U.S. TRADE REPRESENTATIVE, 

Washington, DC, November 9, 1983. 
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means, House of Representatives, Washington, 

DC.
DEAR DAN: This is in response to your request for comments on H.R. 3587, a bill 

to amend the Tariff Schedules of the United States (TSUS) "to establish equal and 
equitable classification and duty rates for certain imported citrus products." Under 
this bill, orange juice imported as "not concentrated' at 20 cents per gallon would 
include only orange juice in its natural form, while other orange juice products, in 
cluding reconstituted juice, would he dutiable at 35 cents a gallon.

The Administration does not support this legislation.
The U.S. duty rates on TSUS item 165.30, orange juice, not concentrated and on 

165.35, other citrus juice were bound under the General Agreement on Tariffs and 
Trade (GATT) at 20 cents and 35 cents per gallon respectively effective in 1947. The 
term "reconstituted" juice does not appear in the 1947 agreement. As of 1963, how 
ever, the term "reconstituted" juice does appear in the headnotes to part 12 of 
Schedule I of the TSUS. According to this headnote, "reconstituted" juice is classi 
fied under 165.30 at 20 cents per gallon. In addition, the U.S. Customs Service in 
1964 and 1978 held that reconstituted orange juice produced by the addition of 
water to concentrate was properly classified under the provision for other citrus 
juice, not concentrated in 165.30 at 20 cents a gallon.

Significant trade in not-concentrated juice, much of which was in reconstituted 
form, began in 1980. Total U.S. imports in that year totaled $1.9 million, of which 
approximately $1.1 million was imported from Mexico and $100,000 from Canada. 
Trade in this item has steadily increased with total U.S. imports in 1982 estimated 
at $6.1 million with $4.4 million coming in from Mexico and $1.1 million from 
Canada. As Canada is not a producer of oranges, it is presumed that all of the juice 
entering the U.S. from Canada is reconstituted from concentrated juice which is im 
ported primarily from Brazil. Mexico is a producer of oranges and it is not known 
how much of the $4.4 million of trade in the "not-concentrated" category from that 
country is reconstituted and how much is single strength orange juice.

When the United States binds a duty, it agrees not to increase the tariff above the 
current level in exchange for similar commitments by our trading partners on their 
tariffs. Enactment of this legislation would likely subject the United States to 
claims for compensation in the form of reductions of U.S. tariffs on otner products 
or retaliation in the form of increased tariffs affecting U.S. exports. We cannot pre 
dict with precision the amount of compensation which might be claimed.

There are administrative remedies available under U.S. trade laws to aid domes 
tic producers faced with unfair or injurious competiton from imports. An example 
would be Section 201 of the Trade Act of 1974. We prefer that this problem be con 
sidered in the context of the operation of these import relief programs.

Thank you for giving us the opportunity to comment. 
Very truly yours,

WILLIAM E. BROCK.



H.K. 4316
To amend the Tariff Act of 1930 regarding same condition drawbacks and same 

kind and quality drawbacks, and for other purposes.

STATEMENT OF HON. BILL FRENZEL, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF MINNESOTA

H.R. 4316 permits the use of "substitution" under Same Condition Drawback law. 
The bill has been introduced to conform Same Condition Drawback law to manufac 
turing drawback law, which currently allows for substitution. Since it was my origi 
nal intent to conform same condition to manufacturing drawback when I introduced 
Same Condition Drawback law 2 years ago, tlvs bill in my judgment, represents a 
technical change to the law.

Same condition drawback law enables com es to obtain drawback on materials 
previously imported if they are exported in th,. <>ame condition, or if incidental oper 
ations are performed on the materials, such as packaging, testing and adjusting. 
Substitution would allow companies to co-mingle inventories to avoid the necessity 
of keeping imported goods separate from fungible or commerically identical goods 
produced in this country. Under the bill, it is possible that a mix of imports and 
fungible goods could be exported, or totally fungible goods could be exported, up to 
the amount originally imported. The important consideration here is that only com 
mercially-identical merchandise can be substituted, and only in quantities equal to 
that imported. No new drawback benefit is established by this bill. It permits busi 
nesses to use current law more efficiently and permit savings through simpler in- 
ventorj control systems which should be passed on to the consumer. A safeguard 
has bee. -itten into the bill which prohibits other individuals from borrowing 
drawback .^nefits from another.

I have not heard of any opposition to this bill and hope my colleagues will support 
it.

STATEMENT OF E.I. DU PONT DE NEMOURS & Co.
E.I. du Pont de Nemours and Company, a Delaware corporation with offices locat 

ed at 1007 Market Street, Wilimington, Delaware, is a diversified multinational cor 
poration that enjoys the privilege of drawback. As such, we are interested in the 
promotion of efficient and effective drawback procedures.

At present, in order to insure a supply of imported, duty paid, merchandise eligi 
ble for same condition drawbdck under Section 1313(j) it is necessary to maintain a 
separate, and exclusively foreign originated, stock upon which to draw in order to 
avoid the taint of domestic or duty free merchandise.

In the interest of efficiency, it is advantageous to commingle imported and domes 
tic merchandise of the same kind and quality in storage. However, merchandise 
withdrawn from a commingled common store containing both imported and domes 
tic merchandise is not eligible for same condition drawback under 19 U.S.C Section 
1313(j) because, it is reasoned, the merchandise actually being exported might not be 
duty paid merchandise.

United States commercial activities related to import/export operations, as well 
as the United States itself, benefit from the importation of merchandise which may 
be exported in its same condition. Those same benefits accrue even though the 
export may be domestic merchandise which has been used in lieu of the imported 
merchandise. Some of those benefits are as follows:

It will lead to an increase in operations to be done in the United States on goods 
which are imported and will be re-exported.

It will increase the profitability of exporting surplus inventory or goods needed to 
complete a foreign order.

The bill is likely to lead to increased U.S. employment.
Just as substitution of domestic for imported merchandise in manufacturing oper 

ations has won the approval of the Congress and the Customs Service, it seems
(255)
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equally reasonable to allow the same opportunity for Same Condition Drawback 
claimants. The revenue of the United States would not be further diminished than 
would be the case if claimants went to the unproductive and non-competitive prac 
tice of maintaining separate storage for imported and domestic merchandise. It is 
appropriate to treat both kinds of drawback the same, since the advantage to the 
United States and its exporters who compete in foreign market are the same in 
each case.

We, therefore, urge the approval of H.R. 4316 which will permit the use of domes 
tic or duty free merchandise in lieu of the designated imported merchandise against 
which drawback for non-manufactured exports is claimed.



H.R. 4321
To repeal the existing suspension of duty on carob flour.

STATEMENT OF HON. NORMAN SISISKY, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF VIRGINIA

Mr. Chairman and members of the committee: I am submitting this statement in 
support of H.R. 4321, legislation to repeal a law passed in the last Congress which 
suspended the 15 percent ad valorem rate of duty on imported carob flour (P.L. 97- 
466). After reviewing the record of the proceedings in the last Congress which re 
sulted in this law's enactment, I am convinced that the action of this committee and 
of the Congress was based upon misinformation or imcomplete information. If that 
information had been available, it seems clear that the commitee and the Congress 
would not have reported that part of the measure concerning carob flour.

A small business enterprise, Farmarco, Ltd., of Virginia Beach, Virginia, has op 
erated for over 50 years, and is a principal producer of carob flour in the United 
States. The company employs 20 workers from my state. Until the enactment of 
P.L. 97-466 in the last Congress, Farmarco had developed annual sales of more than 
$1.5 million.

These facts were not presented to the committee or to the Congress prior to the 
enactment of new legislation in the 97th Congress. As a consequence, Farmarco has 
been adversely and unintentionally affected in a manner wholly inconsistent with 
the stated trade and tariff policies of the nation. Farmarco's sales of carob flour in 
the United States have suffered and prices of its finished products have been severe 
ly cut. As a result, Farmarco's very existence is threatened as are the jobs of its 
employees. It is for those reasons that In introduced this legislation.

The position which I am advancing is strongly supported by my colleague Repre 
sentative William Whitehurst in whose district, Farmarco, Ltd., is located. In fact, 
Mr. Whitehurst deserves all due credit for bringing Farmarco's plight to our atten 
tion. He has worked long and hard to help resolve this legislative problem, and I am 
proud to have worked with him on this matter. Virginia's two United States Sena 
tors, John Warner and Paul Trible, also join in urging approval of this measure.

Finally, the United States Department of Agriculture, the United States Trade 
Commission, and the Department of State have presented testimony or comments to 
this committee indicating that they have no objection to the enactment of H.R. 
4321.1 urge its approval by this Subcommittee.

STATEMENT OF HON. G. WILLIAM WHITEHURST, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF VIRGINIA

Mr, Chairman and members of the committee, I am submitting this statement in 
behalf of legislation, H.R. 4321, which would correct a situation resulting from ad 
ministrative error and oversight. As you know, legislation was enacted into law in 
the 97th Congress that established a temporary duty suspension on imported carob 
flour until December 13, 1984. During the process, leading up to enactment of the 
suspension on carob flour, Executive Comment was requested and received from the 
International Trade Commission, which failed to locate a domestic producer of carob 
flour, Famarco, Ltd., situated in my congressional district. This inadvertence direct 
ly led to the enactment of P.L. 97-446, since the Committee was unaware of the ex 
istence of any substantial domestic producer. Thus, Famarco was denied the oppor 
tunity to testify in opposition to the duty suspension, and the Committee considered 
the duty suspension bill unaware of the fact that there existed an active, large-scale 
domestic producer of carob flour.

Famarco, Ltd. is also submitting testimony which I believe fully explains the most 
unfortunate circumstances that led to the suspension of the duty on imported carob 
flour, so I will not be redundant here. After fully investigating the testimony, I am 
confident you will agree that their company has been unnecessarily devastated by 
this legislative oversight. I urge you in the strongest possible- manner to give favor-

<257)
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able consideration to a justified remedy, H.R. 4321, which would restore the duty on 
carob flour. I am also pleased to submit written testimony from Senator John 
Warner, who is keenly interested in the passage of this needed legislation.

STATEMENT OF HON. JOHN W. WARNER, A U.S. SENATOR FROM THE STATE OP
VIRGINIA

Mr. Chairman, during its 97th session, the Congress enacted Public Law 97-446 
which provided for a temporary duty suspension on imported carob flour through 
December of 1984. It is my understanding that this action was a result of an admin 
istrative oversight on the part of the International Trade Commission.

In light of the fact that carob flour producers in my state have been adversely 
affected by this action, I am pleased to support H.R. 4321, which would correct this 
error by re-enacting the carob flour duty.

Thank you.

STATEMENT OF BRUCE E. CLUBB. COUNSEL, FAMARCO, LTD.

I. INTRODUCTION

Mr. Chairman, my name is Bruce E. Clubb. I am a partner in the law firm of 
Baker & McKenzie and I make this a statement on behalf of Famarco, Ltd., a small, 
independent Virginia corporation. Famarco is the victim of gross injustice, resulting 
from legislation in the last Congress suspending the duty of carob flour. H.R. 4321, 
is designed to remedy that injustice by restricting the 15 percent MFN rate of duty 
on such imported processed carob flour.

II. THE PETITIONER

Famarco has been successfully producing carob flour, 1 in the United States, for 
over 50 years, and presently is the principal carob flour producer in this country. 
Famarco employs approximately 20 workers and has annual sales of over $1.5 mil 
lion. Famarco officials estimate that in the recent past Famarco has supplied ap 
proximately 50 percent of the U.S. market.

III. COMPETING IMPORTS

The other half of the market is supplied for carob flour imported from Spain, and 
to a lesser extent from Italy, Greece and Cyprus. Until January 1983 the rate of 
duty on imported carob flour was 15% ad valorem. This duty partially compensated 
for the lower labor costs in the exporting countries, and competition between domes 
tically produced carob flour and imports was brisk.

The importers and Famarco were aware of each other's existence. Not only did 
they compete for the same customers, but at one point they corresponded directly 
with each other. Thus, on April 17, 1979, Marvin F. Flowerman, President of one of 
the importers, wrote to Famarco stating "* * * we know you to be a producer of 
carob flour domestically." (A copy of this letter is attached as Exhibit A). Moreover, 
from 1977 to 1982 Famarco actually manufactured carob flour on a contract basis 
for J.R. Braun, one of the other importers. (A summary of this production is at 
tached as Exhibit E.)

IV. MISREPRESENTATION OF THE FACTS

In 1981 a fiction began to be spread that there was no domestic production of 
carob flour (in effect, that Famarco did not exist) and that, therefore, the duty could 
be eliminated without injury to any U.S. interests.

1 Carob flour is produced from the bean pods of the carob tree, which is native to the Eastern 
Mediterranian region. Carob flour is used by the food flavoring, health food, baking, and confec 
tionery industries as an extender for cocoa and chocolate, as well at a flavor in its own right. It 
is also used as a flavor-filler additived in tobacco products. Carob products do not contain the 
stimulants caffeine or theobromine, as do cocoa and chocolate, and thus it is used by peopel who 
may have allergic reactions to these stimulants or who prefer not to consume them. Carob flour 
also is much lower in calories and fat than cocoa. Carob candy bars, carob drinks, and carob ice 
cream are sold throughout the United States in health food stores. In addition, carob flour is 
used as an economical substitute for cocoa and chocolate flavoring in baking and confcctionary 
products, particularly when the price of these ingredients rises.
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Thus, Congressman Frenzel states that he was informed by a constituent that 

there was no domestic production of carob flour and that, as a result, he introduced 
a bill (H.R. 1988) to suspend the duty to zero. (See the letter dated May 11, 1983 
from Congressman Frenzel to Congressman Whitehurst, a copy of which is attached 
as Exhibit C). Similarly, at the House hearings on the bill one of the importers ap 
peared and stated that "For all practical purposes, carob flour is not manufactured 
in the United States and has not been for a number of years." 2

The bill was referred to the Departments of Commerce 3 and State 4 and to the 
International Trade Commission 5 for comment. Those agencies, also apparently re 
lying on information obtained from importers, similarly reported that there was no 
U.S. production of carob flour.

V. ELIMINATION OF THE DUTY*
All of these reports were apparently based on information supplied by the import 

ers who wanted the duty eliminated, and were only checked in a superficial way by 
the government agencies involved. 6

Congress acted on the basis of the misinformation which was before it and passed 
the bill. Accordingly, beginning in January 1983 the duty on imported carob flour 
was suspended until December 31, 1984.

VI. EFFECT ON FAMARCO

Congress and the government agencies involved were not made aware of Famar- 
co's existence, and Famarco was not informed that the bill was being considered. 
Instead, the first information to reach Famarco was when importers of processed 
carob flour began quoting substantially lower prices for that 1983 deliveries. After 
making several inquiries, Famarco officials discovered to their surprise that the 15 
percent duty on processed carob flour had been suspended.

Mr. Chairman, Famarco has been badly injured by this ill-considered legislative 
action. During the period that the duty has been eliminated Famarco's sales in the 
U.S. market have been cut by 41 percent. Its work force has been reduced, and its 
very existence is now in jeopardy.

2 Statement of Paul M. Flowerman, House hearings, p. 271. Mr. Flowerman also stated that 
"Roasting raw carob produces smoke and odors difficult and costly to control under our EPA 
requirements. These factors make carob production in the United States uneconomic . . . ."

This statement is also untrue. Famarco has been producing carob flour in the United States 
since 1928, and has had no difficulty meeting EPA requirements.

3 The Department of Commerce has no objection to the enactment of this bill. There appears 
to be no domestic cultivation of carob nuts or production of carob flour.

4 The State Department reported:
The Department of State has no objection to enactment of the proposed legislation. 
We understand there is no United States production of carob flour and that domestic users of 

such flour rely on imports to meet their requirements.
5 The ITC reported that:
Structure of the domestic industry and domestic production.
The carob tree is not commercially grown in the United States and consequently there is no 

domestic production of the crude carob pod or of its seed, locust bean. Crude carob kibbels have 
been reportedly imported into the United States in small quantities by two firms and then 
roasted and ground into carob flour. These firms apparently manufactured only a small fraction 
of the domestic consumption of carob flour. The largest of these two firms was the El Mohno 
Mills, Inc. of Los Angeles, California. El Molino Mills ceased domestic processing of crude carob 
into carob flour about two years ago and began importing the prepared carob flour for repackag 
ing for retail distribution. The other firm which reportedly processed carob pods, the Springtree 
Corporation of California, apparently no longer exists or has inconsequential production of carob 
flour. There is no information available on the amount of domestic production of carob flour by 
these two firms. However, it is estimated that even at its peak, such production represented 
only a small fraction of domestic consumption.

U.S. imports, exports, and apparent consumption.
U.S. imports of carob flour are believed to account for all of the domestic consumption (ex 

ports of carob are believed to be negligible).
6 Thus, the information supplied to the Subcommittee to the effect that there is no domestic 

production of carob flour is simply wrong. Just how wrong is shown by the ITC report which 
estimated that imports of carob flour fluctuated between $811,000 and $1.6 million in the period 
1977-1980. During this same period Famarco's sales of domestically produced carob flour ranged 
from $1.3 to $1.4 million. Thus, Famarco's sales accounted for approximately 50% of the U.S. 
market during this period.
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VII. H.R. 4321—A REMEDY

As soon as Famarco officials discovered that the duty had been suspended, they 
promptly contacted members of the Virginia Congressional delegation, and as a 
result, Congressman Sisisky has introduced H.R. 4321 to restore the 15 percent 
MFN rate of duty.

VIII. CONCLUSION

Mr. Chairman, Famarco submits that it is not necessary for this subcommittee to 
decide whether the misinformation was supplied to the subcommittee and to the 
government agencies as part of an innocent misunderstanding or a deliberate decep 
tion. It is only necessary that this subcommittee recognize (1) that it has been given 
misinformation; (2) that Congress acted on the basis of that misinformation; (3) that 
the parties who supplied the misinformation or who failed to supply available accu 
rate information, have gained a significant competitive advantage as a result of the 
Congressional action; and (4) that a small independent United States company 
which has been a reliable employer for over fifty years has been and continues to be 
severely injured as a result of the Congressional action.

Mr. Chairman while under the provisions of H.R. 4556 of the 97th Congress (P.L. 
97-466) the suspension of 15 percent duty on processed carob flour will expire auto 
matically on December 31, 1984, that misguided legislative action (based upon misin 
formation) should be repealed promptly. The repealer should be made effective upon 
its enactment and the 15 percent tariff on processed carob flour should be restored 
at the earliest possible date.

STATEMENT OF HERBERT E. HARRIS II, COUNSEL, ON BEHALF OF P.L. THOMAS & Co.; 
J.F. BRAUN & SONS, INC.; HENKEL CORP.; AND EDWARD T. Fusco, INC.

SUMMARY

P.L. Thomas & Co.; J.F. Braun & Sons, Inc.; Henkel Corporation; and Edward T. 
Fusco, Inc., importers of carob flour, oppose H.R. 4321 because it will disrupt trade 
and unnecessarily cause an increased price to consumers of an important dietetic 
product.

Advocates of H.R. 4321 import all of their carob in a processed form free of duty 
and supply less than 15 percent of the U.S. market.

H.R. 4321 would result in the imposition of a 15 percent duty on 85 percent of the 
carob flour supply, and permit the suppliers of the remaining 15 percent to increase 
their price to the disadvantage of the consuming public.

INTRODUCTION

This statement is presented on behalf of P.L. Thomas & Co.; J.F. Braun & Sons, 
Inc.; Henkel Corporation; and Edward T. Fusco, Inc., importers of carob flour.

H.R. 4321 was introduced on November 4, 1983, for the stated purpose of repeal 
ing the existing suspension of duty on carob flour provided for in item 903.69 of the 
Appendix to the Tariff Schedules of the United States.

We oppose H.R. 4321 because it would result in higher prices to consumers of 
carob products and provide an unfair advantage to certain domestic processors.

H.R. 1988, a bill to suspend the duty on carob flour until December 31, 1984, was 
introduced on February 23, 1981. The bill was favorably reported from the Ways 
and Means Committee on September 17, 1981, and included in an omnibus bill of 
noncontroversial tariff measures, H.R. 4566. That legislation passed the full House 
on October 13, 1981, and-was referred to the Senate, Committee on Finance. Hear 
ings on the matter were conducted by the Finance Committee in July 1982. The 
Committee reported H.R. 4566 to the Senate. The bill was passed by the Senate on 
December 19, 1982. On December 21, the Senate and House went to conference on 
H.R. 4566, and reported put a bill which included the carob provision in identical 
form to that which was introduced as the original bill. The conference report was 
approved by the House and by the Senate, and the bill was signed by the President 
on January 12,1983. Pub. L. No. 97-446, § 123, 96 Stat. 2329, 2338 (1983).

In the nearly two year period from introduction of H.R. 1988 until the tariff bill 
was signed into law, no adverse comments were received as to the duty suspension 
on carob flour. Neither written statements nor oral testimony in opposition to the 
bill were presented in the course of hearings. In fact, no adverse comments were 
made duringr the full course of the legislative proceedings.



261
ALL CAROB IS IMPORTED IN PROCESSED FORM

All carob consumed in the United States is imported in processed form. The law 
was intended to prevent the burden of a 15 percent duty on carob flour from being 
passed on to the consumer. This seemed particularly appropriate in light of the fact 
that domestically processed carob flour, which makes up no more than 10 to 15 per 
cent of the domestic market, is produced entirely from imported kibbled carob, a 
processed product which enters free of duty. Kibbled carob, incidentally, is valued at 
more than half the finished product cost.

H.R. 4321, therefore, is not designed to protect producers of a domestic product 
from import competition by repealing suspension of the 15 percent duty. Rather, it 
is designed to provide suppliers of no more than 15 percent of the U.S. market with 
an unfair advantage over their competitors. If passed, the bill would impose an un 
necessary additional cost on the suppliers of the remaining 85 percent of the 
market. The cost would in turn be passed on to the consumer.

CONCLUSION
H.R. 4321 would provide an unfair competitive advantage to suppliers of a small 

percentage of the U.S. market to the detrirrDnt of suppliers of the vast majority of 
that market. Both groups of suppliers must rely on imported carob, be it in kibbled 
or flour form. Public policy is not served by erecting a trade barrier which requires 
consumers to pay an inflated price for carob in order to benefit one group of import 
ers over another. This would be the inevitable result of H.R. 4321.

30-600 0-85-18



H.R. 4329
To extend until July 1. 1987, the existing suspension of duty on Jf-chloro-3-methyl- 

phenol. 
No comments received on this bill.

H.R. 4339
To amend the Tariff Schedules of the United States regarding the classification of 

certain articles of wearing apparel.

STATEMENT OF CARL H. PRIESTLAND, CHIEF ECONOMIST, AMERICAN APPAREL MANU 
FACTURERS ASSOCIATION, ON BEHALF OF AMERICAN FIBER TEXTILE APPAREL COALI 
TION

SUMMARY
On behalf of the American Fiber/Textile/Apparel Coalition (AFTAC), which is a 

national coalition of Labor and Management organizations in the fiber, textile, and 
apparel industries in the United States, I am speaking in favor of HR 4339. HR 4339 
closes a loophole which permits very substantial quantities of apparel to enter the 
United States at duty rates which are lower than intended by Congress. This prob 
lem was created because of tariff rate reductions on garments classified in sets 
which produced lower tariff rates than on the same garments classified individually. 
As these reductions, which were negotiated during the Tokyo Round, are imple 
mented, incentive is increased for importers to bring in garments as sets and there 
by avoid the higher duty applicable to individual garments.

This tariff evasion creates several problems. First, apparel is allowed to enter the 
country at a level of protection that is lower than that intended by the Congress 
and provided to the domestic apparel industry. Items entering at reduced tariffs 
lower the prices of imports and offset any productivity improvements which the do 
mestic industry has made. Another problem is related to the fact that the proposed 
Harmonized Commodity Code, which will be implemented in a few years time, does 
not recognize most of the current set imports as sets. Thus, items now entering as 
sets will be subject to higher duty rates when the code is adopted. This will lead to 
compensation claims by those countries affected.

STATEMENT

Mr. Chairman, my name is Carl Priestland and I am Chief Economist for the 
American Appaiel Manufacturers Association. I am speaking today on behalf of the 
American Fiber/Textile/Apparel Coalition (AFTAC). AFTAC is a national coalition 
of labor and management organizations in the fiber, textile and apparel industries 

• in the United States. Members of the coalition are located throughout the nation 
and produce the vast majority of fiber, textile and apparel items made in this coun 
try. The attached list identifies the 21 member organizations of AFTAC.

During the 1981-82 recession, U.S. textile and apparel employment declined about 
10 percent—200,000 jobs. As a result of the current sharp increase in imports—up 
25 percent in 1983—we do not expect to regain many of those jobs. Imports in 1583 
were 7.4 billion square yards—1.5 billion square yards from 1982. This 1.5 billion 
square yards represents the annual labor of 150,000 workers. H.R. 4339 is an impor 
tant element closing a loophole which is permitting larger and larger quantities of 
apparel to enter the U.S. at lower than intended duty rates.

The language in H.R. 4339 is designed to correct a very serious problem we see 
emerging in the trade of apparel "sets. During the Tokyo Round, the method used 
to reduce tariff rates on apparel created lower duty rates on garments classified in 
sets than on the same garments classified individually. Since the beginning of the 
phase-in of apparel tariffs in 1982 the tariff rate on most sets is now lower than on 
most individual garments. As a result, imports of sets are currently increasing very 
fast.

(262)
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In the first nine months of 1983, imports of epparel in sets increased 64 percent in 

equivalent square yards. During the same nine months, total apparel imports in 
creased 21 percent. Since there is a very real incentive to shift to sets, the rapid 
rate of growth in imports of sets is not likely to change. Each year, as lower rates 
on sets are phased in, the incentive to shift into sets will accelerate.

The problem can only get worse as the volume of trade in apparel sets expands. 
Our concern with this volume is related to two problems that exploding trade in 
sets will generate. The first is the increased imports of apparel entering at lower 
duty rates will add to the already devastating flood of textile and apparel imports. 
Apparel imports increased by more than 500 million square yards in 1983 over 1982. 
As more imports enter through this loophole the damage to the U.S. industry and 
its workers can only worsen. Reduced tariffs increase the price gap and offset pro 
ductivity improvements made domestically.

The second problem is related to the proposed conversion of the TSUS to the new 
Harmonized Commodity Code in 1987.

While the problem of an unintended price advantage for these imports is of con 
cern now, the problems that are likely to occur when we shift to the Harmonized 
Code are equally important to us. Few, if any, of the current apparel set classifica 
tions will remain as sets in the new Code. Almost all garment lines now entering in 
sets will become subject to tariff rates applicable to the individual garments when 
the Code is adopted. If the current classification of sets is not corrected, the duty 
rate on garment sets in 1987 could be half of what the rates will be on individual 
garments. When the Code is adopted, our trading partners will request compensa 
tion for tariff increases which will result when apparel now imported in sets shifts 
to the higher duty individual tariff lines. This problem is clearly shown in the fol 
lowing example:

1. Before the 1982 phase-in of lower apparel tariffs, the tariff rate on a woman's 
non-ornamented woven cotton blouse and a woven cotton slack was the same, 
16.5%.

2. In 1987 the rate on each of these items individually will be 16.5% (no reduction 
was made on these garments because of the high level of imports). 3. In 1987 the 
rate on a set containing a woven cotton blouse and a pair of slacks will be 8.0%, 
slightly less than one-half of the tariff rate on these same garments if imported sep 
arately. (See attached list of additional examples.)

To the best of my knowledge, there was no intention on the part of our govern 
ment to create lower rates of duties on apparel in sets than on individual garments 
that may be included in a set. This situation was cheated during the Multilateral 
Trade Negotiations because tariffs on some garments were reduced more than on 
other garments. H.R. 4339 can prevent these problems and thus avoid the problem 
of compensation which will almost certainly require long, protracted negotiations in 
an area where there was never any intention to significantly change the duty struc 
ture. Further, in discussing the sets problem with U.S. Customs Service officials we 
were informed that a legislative approach such as H.R. 4339 would virtually elimi 
nate the problems faced by Customs in classifying apparel sets.
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MEMBERS OF AMERICAN FIBER/TEXTILE/APPAREL COALITION

Amalgamated Clothing & Textile Workers Union.
American Apparel Manufacturers Association.
American Textile Manufacturers Institute.
American Yarn Spinners Association.
Carpet and Rug Institute.
Clothing Manufacturers Association of America.
Industrial Fabrics Association International.
International Ladies Garment Workers Union.
Knitted Textile Association.
Luggage and Leather Goods Manufacturers of America.
Man-Made Fiber Producers Association.
National Association of Hosiery Manufacturers.
National Association of Uniform Manufacturers.
National Cotton Council.
National Knitwear Manufacturers Association.
National Knitwear & Sportswear Association.
National Wool Growers Association.
Neckwear Association of America.
Northern Textile Association.
Textile Distributors Association.
Work Glove Manufacturers Association.



H.R. 4353
A bill relating to the tariff classification of salted and dried plums, and for other 

purposes.
HAWAII INTERNATIONAL SERVICES AGENCY,

Hono'ulu, HI, April 18, 1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: I am the administrator of the Hawaii International Services 

Agency which is the international trade office of the State of Hawaii. We support 
the enactment of H.R. 4353—relating to salted and dried plums. The bill will permit 
the continuation of at least 20 direct jobs in the State of Hawaii that would other 
wise be established in Asia.

Twenty years ago, the U.S. Customs Service allowed Jade Food Products to begin 
importing brine-soaked and sun-dried plums into the United States at a 2 cent per 
pound tariff rate for further processing here. As a result of their ruling, Jade Food 
Products was able to build a business that now employs over 20 people.

In 1983, the Customs Service unilaterally imposed a 17.5 percent ad valoram rate 
on the plum, the same rate that is imposed on the finished product. As a result, 
Jade Food Products can now purchase the finished product in Asia for less than it 
costs to manufacture the product here. Thus, unless the tariff rate is rolled back, 
Jade Food Products would have no choice but to move its manufacturing, including 
the resulting jobs, to Asia.

All H.R. 4353 would do is restore the status quo. From such restoration, jobs 
would be preserved in Hawaii. For these reasons, I encourage you to pass H.R. 4353. 

Very cordially yours,
THOMAS S. SAKATA, Administrator.

FUJIYAMA, DUFFY & FUJIYAMA,
Honolulu, HI, March JO, 1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: This firm represents Jade Food Products, Inc., a Hawaii corpo 

ration, at whose request Representative Heftel introduced H.R. 4353—relating to 
salted and preserved plums.

Over 20 years ago Jade Food Products, received permission from the United 
States Custom Service to import brine-soaked and sun-dried plums at a 2 cent per 
pound tariff for further processing in the United States. While the finished product 
could be bought in Asia, Jade Food Products wanted to manufacture it in the 
United States using American labor and, therefore, required the 2 cent per pound 
tariff. In fact, Jade Food Products was established on the permise that it would be 
able to import its materials at this rate.

Therefore, when the Custom Service unilaterally raised the rate of 17.5 percent 
ad valoram level in April of 1983, the very economic premise of Jade Food Products 
was removed. All H.R. 4353 does is to re-establish the prior condition which permit 
ted Jade Food Products to exist by imposing the 2 cent per pound tariff on brine- 
soaked and sun-dried plums.

Jade Food Products presently imports these plums into the United States to man 
ufacture flavored and preserved fruits. These plums are not grown in the United 
States. It manufactures these preserved fruits by first soaking the previously brined 
and dried plums in fresh water and adding various flavors. This process presently 
requires over 20 employees in the State of Hawaii.

Since the Custom Services raised the tariff rate, Jade Food Products estimates 
that it pays about $6,000 per month in additional tariffs. Because Jade Food Prod 
ucts is not a large corporation, this additional cash outflow has pushed the company

(266)



267
to the brink of bankruptcy. The only recourse Jade Food Products has if the tariff 
rate is not reduced, would be to transfer its plant to Asia where cheaper labor could 
be employed. This would eliminate 20 jobs in the United States. Therefore, the eco 
nomic question that is posed to the Committee is whether the difference between 
the 2 cents per pound duty and the 17.5 percent ad valoram duty is equivalent to 
the higher labor cost incurred by Jade Food Products in manufacturing the pre 
served plum in Hawaii.

In other words, H.R. 4353 directly encourages the establishment of jobs in the 
United States. If Congress continues to allow the importation of raw materials and 
finished products on an equal basis, then jobs will be created wherever the cojt of 
labor is cheaper, i.e., Asia. We do not believe that this is a policy which Congress 
wishes to support. Indeed, it is our understanding that one of the purposes of tariffs 
is to equalize the cost of labor between the United States and developing nations. 
H.R. 4353 embodies exactly this type of policy. It encourages the creation of jobs in 
the United States, it neutralizes whatever advantage Asian manufacturers might 
have by employing cheaper labor in Asia, and it protects a domestic industry, Jade 
Food Products, from cheaper imports.

Again, Jade Food Products is not asking Congress to grant to it a windfall. It had 
operated under the proposed tariff scheduled for over 20 years and, although it has 
survived, the Company is by no means a large and wealthy entity. It has merely 
allowed the owners and employees of Jade Food Products to enjoy a decent standard 
of living.

If Jade Food Products cannot find relief to this problem, it will be forced to shut 
down its factory. This will not only be a loss to the Company and its employees, but 
also a loss to the State of Hawaii and the United States. The policies contained in 
H.R. 4353 are deserving of Congressional support.

We stand ready to answer any further questions on this matter, thank you very 
much for your time and attention. 

Very truly yours,
ROBERT L. CHAR, 

Counsel, Jade Food Products, Inc.

SUMMARY OF TESTIMONY
1. H.R. 4353 merely re-establishes status quo which existed for over 20 years.
2. H.R. 4353 creates at least 20 direct jobs in the United States. Failure to pass 

H.R. 4353 will force domestic manufacturers of certain preserved fruits to move 
their operations to Asia.

3. H.R. 4353 creates a windfall for no one, but failure to pass it may result in 
bankruptcy of American manufacturers.

4. H.R. 4353 should be enacted.

STATEMENT OF DOUGLAS Q.L. YEE, VICE PRESIDENT, YICK LUNG Co., INC.
This statement is made by and on behalf of Yick Lung Co., Inc., a Hawaii corpora 

tion whose principal place of business is at 580 Dilligham Boulevard, Honolulu, 
Hawaii 96806, and whose telephone number is (800) 841-3611.

Yick Lung Co., Inc. manufactures, packages and distributes preserved fruits such 
as mangos, ginger, lemons and plums and other items in the United States and 
abroad. As a substantial part of its business, it imports, packages and sells prepared 
and preserved plums.

The proposed amendment to Subpart b of Part 9 of Schedule 1 of the Tariff Sched 
ules of the United States (19 U.S.C. 1202) contemplates a lower tariff rate for plums 
which are imported "in brine and dried", as an exception to the higher tariff rate 
for plums which are "otherwise prepared or preserved." We believe that this 
amendment shall have a direct and unfair effect upon our operations and indeed 
upon industry in the United Gtates with respect to the distribution of prepared and 
preserved plums in the United States.

The present tariff schedule distinguishes between plums "in brine" which are 
taxed at a rate of 0.1$ per pound, "dried" plums which are taxed at a rate of 2.0$ 
per pound and plums "otherwise prepared or preserved" which are taxed at a 17.5 
percent ad valorem rate. Other sections of the tariff schedule relating to edible 
fruits such as olives, peaches, pears and pineapples, maintain the same distinction 
between fruits in brine, dried fruits and fruits which ere otherwise prepared or pre 
served. The current interpretation of the present tariff schedule is that plums which 
have been salted and dried are properly classified as plums which have been "other-
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wise prepared or preserved," and, therefore, are taxable at the 17.5 percent ad valo 
rem rate. Hismoco (American) Co. v. United States, 81 Cust. Ct. 32, CD 4762 (1978).

Bill No. H.R. 4353 apparently seeks to modify the present tariff schedule so that 
plums which have been prepared in brine and dried would be taxed at the same 
rate as plums which have only been dried. In other words, it seeks to carve a specif 
ic exception to the category of "prepared or preserved" for those plums which have 
been prepared or preserved by a salt and drying process. Plums prepared and pre 
served by this particular process would be taxed at a substantially lower rate than 
those prepared or preserved by other means.

This distinction is arbitrary and affords an unfair competitive edge to those com-; 
panics which deal with salted, dried plums. Furthermore, there is no reason why 
salted, dried plums should be taxed at the same rate as plain dried plums when the 
former have clearly undergone further processing rendering them prepared and pre 
served.

The present tariff rates suggest the intention that a distinction be made between 
freshly imported fruits and prepared or preserved fruits. Under the present system, 
the special rates for salted fruits and dried fruits may have been established in part 
in recognition that -salting and drying processes increase the shelf life of fruits ac 
cordingly reducing the importation costs of the same. Apparently, this reason for 
"processing" did not fall into the area of concern which the 17.5 percent ad valorem 
rate seeks to protect, such that salted fruits snd dried fruits are treated as v ariants 
of "fresh" fruits.

A reasonable line must be drawn between fresh fruits and their "variants", and 
fruits which have been otherwise prepared or preserved in order to maintain the 
integrity of the tariff schedule which taxes the latter at a substantially higher rate 
than the former. There is no compelling reason why salted, dried plums should be 
deemed to be in the nature of a "fresh fruit variant." They are, in fact, fruits which 
have been prepared and preserved.

As a general comment, there is no industry of significant size in the United States 
producing prepared and preserved plums which is in need of tariff protection. * Fur 
thermore, the proposed amendment affords no protection to this limited industry as 
a whole. And, if adopted, it would give an unfair competitive edge to the company 
which imports salted, dried plums as part of their business practice. Companies, 
such as Yick Lung Co., Inc. which utilize other methods of practice, would be at a 
distinct disadvantage in the consumer marketplace.

We understand naturally that the company which has proposed this bill imports 
salted, dried fruits and has much to gain if it passes—a competitive edge in the in 
dustry.

We submit that the competition be returned to the market place.
Therefore, we feel that Bill No. HR-4353 introduced by Congressman Cecil Heftel 

should be rejected.

1 As an aside, Yick Lung Co., Inc. presently imports lines of preserved mangos, lemons and 
ginger which have been classified under the generalized system of perferences/Fprm A (herein 
after ''GSP") which provides for their import duty free under certain conditions. The GSP 
system was designed in part to assist lesser developed countries in the exportation to the U.S. of 
certain items We fee! that the GSP system should apply to the importation of plums, thereby 
making it consistent with the treatment of such other preserved fruits.



H.R. 4378 
To suspend the duty on sulfaquinoxaline until the close of Dec. 31, 1986.

STATEMENT OF HON. COOPER EVANS, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF IOWA

Mr. Chairman, Members of the Committee, thank you for the opportunity to testi 
fy today in support of the bills HR 4378 through HR 4382 and HR 4899, which pro 
pose to suspend tariff duties on certain sulfa drugs. These are sulfaquinoxaline, sul 
fanilamide, sulfaquanidine, sulfamethazine, sulfathiazole, and acetylsulfaguanidine.

These bills propose the suspension of duties on six sulfa drugs which are impor 
tant to the American agricultural community. The drugs are used primarily by the 
livestock and poultry industry directly in the treatment of animal infection or indi 
rectly in the production of other drugs which treat infection. I believe it is in the 
best interest of American farmers for us to suspend the duties on these drugs. .

It is my understanding that there is currently no domestic production of any of 
these products and that each domestic company that hrs the capacity to manufac 
ture these drugs is also an importer of them. There would be no adverse effect on 
the domestic industry and it is my understanding that no U.S. manufacturer has 
opposed this legislation.

There is little reason to subject these sulfa drugs to import duties when the im 
ports are not in competition with domestic products. This results in higher prices to 
the American farmer and ultimately to the consumer, in the cost of beef and poul 
try. The International Trade Commission has estimated that the customs revenue 
losses for each of these drugs would be less than $50,000 over the three years cov 
ered in the legislation, 1984-1986. Clearly, the benefits of this legislation outweigh 
the estimated revenue loss.

Mr. Chairman, I encourage you to favorably consider this legislation which is non- 
controversial and which will benefit both American industry and consumer. Thank 
you.

STATEMENT OF CLARUS M. GALLOWAY, MATERIALS MANAGER, SALSBURY
LABORATORIES, INC.

SUMMARY
Mr. Chairman, Salsbury Laboratories, Inc., favors passage of House Bills H.R. 

4378, H.R. 4379, H.R. 4380, H.R. 4381, H.R. 4382 and H.R. 4899 which would suspend 
the tariff on sulfaquinoxaline, sulfanilamide, sulfagunaidine, sulfamethazine, sulfa 
thiazole and acetylsulfaguanidine. We, along with many other companies, feel that 
passage of these bills represent a realistic benefit to American manufacturers pro 
ducing and marketing sulfa products to agriculture and to livestock producers in re 
duced cost—all within the framework of world supply and demand.

Sulfa drugs are of prime importance to the livestock and poultry industries and 
there is virtually no domestic production of these essential veterinary health prod 
ucts. Also, due to environmental problems and costs associated with their manufac 
ture, future domestic production is quite unlikely.

The passage of these Bills will make substantial savings possible for American 
poultry and livestock producers in their battle to realize a profit and ultimately sav 
ings for the consumer in better prices for meat and eggs. High energy and grain 
costs have already increased the cost of producing meat and eggs for the American 
consumer. To continue these tariffs on animal health products that help place food 
on the consumer's table around the world, we feel, is unjustified.

Suspension of these tariffs will provide a direct pass-through savings on sulfaquin 
oxaline, sulfanilamide, sulfathiazole and sulfamethazine to the benefit of poultry 
and livestock producer and consumers. In addition, the suspension of tariffs on sul- 
faguanidine, acetylsulfaguanidine and sulfathiazole will provide conversion opportu-
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nities for U.S. companies, increasing American employment vs. chemical manufac 
turers in other countries.

In summary, it is our contention, along with the support of many other companies 
serving the sulfa market, that passage of these sulfa Bills will allow American man 
ufacturers to offer more economical sulfa-bearing products to the agricultural indus 
try. The subsequent result being lower priced end-products (meat & eggs) to the ulti 
mate consumer. At the same time, passage of these Bills will serve to stimulate 
American manufacture of end-use sulfa drugs, manufacture now being done in other 
countries.

STATEMENT

Mr. Chairman, by way of introduction, Salsbury Laboratories, Inc., is a small to 
medium sized company, which has a long-term commitment to supplying products 
and services to the poultry and animal health industries. Quality products at com 
petitive prices have enabled the company to earn the confidence of poultry and live 
stock raisers in their efforts to produce meat and eggs at a profit.

Sulfa drugs are of prime importance to the livestock and poultry industries and 
there is virtually no domestic production of these essential veterinary health prod 
ucts. (Note attached "Sources of Manufacture.") Also, due to environmental prob 
lems and costs associated with their manufacture, future domestic production is 
quite unlikely.

Salsbury is but one of many companies that favor passage of H.R. 4378, H.R. 4379, 
H.R. 4380, H.R 4381, H.R. 4382 and H.R. 4899 because we feel that they represent 
cost reductions of great benefit to American manufacturers producing and market 
ing sulfa products to agriculture—within the framework of world supply and 
demand. Many of our competitors have written to the chairman of this committee, 
The Honorable Sam Gibbons, voicing strong support for this legislation. We must, I 
feel, call your attention to the fact that those letters reference House Bills 2921 
through 2925 which are identical to present House Bills H.R. 4378 through H.R. 
4382.

Acetylsulfaguanidine (H.R. 4899), like sulfaguanidine is only an intermediate 
chemical (the precursor to sulfaguanidine) used in the manufacture of sulfametha- 
zine. It, like sulfaguanidine, has no approved medicinal uses. H.R. 4899 is needed 
primarily due to a wo»-ld shortage of sulfaguanidine. Only Yugoslavia and China 
presently manufacture sulfaguanidine and they do not offer it for sale. They prefer 
to upgrade to sulfamethazine and demand a higher value added price. As an exam 
ple, sulfamethazine prices, due to controlled availability, have doubled over the past 
year.

The passage of therj Bills will make substantial savings possible for American 
poultry and livestock r.roducers in their battle to realize a profit and ultimately say 
ings for the consumer in better prices for meat and eggs. High energy and grain 
costs have already greatly increased the cost of producing meat and eggs for the 
American consumer. To continue these tariffs on animal health products that help 
place food on the consumer's table around the world, we feel, is unjustified.

Suspension of the tariffs is not a guarantee that prices for the sulfas will stay at 
or drop below their present levels. However, suspension of these tariffs will allow 
American manufacturers to purchase these sulfa products on the world market 
without adding the burden of high tariffs to the purchase price. The animal health 
business is highly competitive and for this reason we are confident that any duty 
savings will work to an advantage for both the farmer and the consumer.

Through a recent survey the administration sampled the chemical industry, par 
ticularly those with an interest in the sulfa market, and found a response favoring 
the passage of these Bills. Consequently these Bills do have administration support.

We have been in contact with other suppliers (as indicated by earlier reference to 
letters of support) of sulfa drugs to the poultry and animal health industry. Their 
support, as is ours, is based on the strong hope that sulfa-bearing products can be 
supplied to the poultry and livestock industry from a more competitive position.

Suspension of these tariffs will provide a direct pass-through savings on sulfaquin- 
oxaline, sulfanilamide, sulfathiazole and sulfamethazine to the benefit of poultry 
and livestock producers and consumers.

In addition, the suspension of tariffs on sulfaguanidine, acetylsulfaguanidme and 
sulfathiazole will provide conversion opportunities for U.S. companies, increasing 
American employment vs. chemical manufacturers in other countries.

Acetylsulfaguanidine and sulfaguanidine will be converted to sulfamethazine and 
sodium sulfamethazine. Sulfathiazole is a widely used sulfa drug in the livestock 
and poultry industries. Sulfathiazole and its sodium salt are used in near equal



271
volume in the industry. Presently, substantial quantities of sulfathiazole are con 
verted to sodium sulfathiazole in west European countries. Suspension of sulfathiaz 
ole duties will encourage conversion by American industry at a competitive edge 
over sodium sulfathiazole converted in other countries.

In summary, it is our contention, along with the support of many other companies 
serving the sulfa market, that passage of these sulfa Bills will allow American man 
ufacturers to offer more economical sulfa-bearing products to the agricultural indus 
try. The subsequent result being lower priced end-products (meat & eggs) to the ulti 
mate consumer. At the same time, passage of these bills will serve to stimulate 
American manufacture of end-use sulfa drugs, manufacture now being done in other 
countries.

SOURCES OF MANUFACTURE

H.R. 2921—Sulfaquinoxaline
Sulfaquinoxaline is produced only in England and Poland, but has in past years 

been produced in Italy and the U.S. Domestic manufacture (Merck & Co.) was dis 
continued approximately five (5) years ago due to the make vs. buy economics. GSP 
treatment was granted to Yugoslavia in March of 1983, but it is doubtful that they 
have ever actually produced this product.
H.R. 2922—Sulfanilamide

Sulfanilamide is produced in Romania, China, Poland, Yugoslavia (receives GSP 
treatment), Japan and small quantities in India. There has been no domestic manu 
facture within the past five (5) to ten (10) years, due to U.S. producers inability to be 
competitive. Previous U.S. producers were Merck & Co. & Salsbury Laboratories.
H.R. 2923—Sulfaguanidine

Sulfaguanidine is produced in China, Poland and Yugoslavia (received GSP treat 
ment from Yugoslavia). Yugoslavia, however, exports very little as they prefer to 
upgrade to sulfamethazine. There has been no domestic material available for sever 
al years, again, for reason of inability to compete. There is however, considerable 
quantities of Sulfaguanidine imported into the U.S. & converted to Sulfamethazine 
and Sodium Sulfamethazine.
H.R. 2924—Sulfamethazine

Sulfamethazine is available from many countries, most of which buy the Sulfa 
guanidine & convert to the Sulfamethazine. Totally basic producers are limited to 
China, Poland and Yugoslavia (Yugoslavian material received GSP treatment). 
Countries that only convert Sulfaguanidine to Sulfamethazine are Spain, Romania, 
India (small quantities), Denmark, Mexico, Egypt, Czechoslavakia and the U.S. (at 
least three U.S. companies).
H.R. 2924—Sulfathiazole

Sulfathiazole is produced in Poland and China. Yugoslavia received GSP treat 
ment & does have the capability to produce, but is not a consistent producer. Sulfa 
thiazole has not been produced domestically since 1967, when Merck & Co. discon 
tinued manufacture due to inability to compete. Several U.S. companies purchase 
Sulfathiazole for conversion to Sodium Sulfathiazole.



H.R. 4379
To suspend the duty on sulfathiazole until the close of Dec. 31, 1986. 
See comments of Salsbury Laboratories, Inc., at p. 269.

H.R. 4380
To suspend the duty on sulfanilamide until the close of Dec. 31, 1986. 
See comments of Salsbury Laboratories, Inc., at p. 269.

H.R. 4381
To suspend the duty on sulfamethazine until the close of Dec. 31, 1986. 
See comments of Salsbury Laboratories, Inc., at p. 269.

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES, 

Washington, DC, March 29, 1984.
Mr. JOHN SALMON,
Chief Counsel, House Ways and Means Committee, House of Representatives, Long- 

worth House Office Building, Washington,,DC.
DEAR MR. SALMON: It is my understanding that H.R. 4381, a bill to suspend the 

duty on sulfamethazine until the close of Dec. 31, 1986, was introduced by Rep. 
Frenzel at the request of a constituent, with the understanding that the chemical 
was not produced domestically.

Recently, it has come to my attention that Napp Chemicals Inc., a manufacturer 
of bulk pharmaceuticals in Lodi, New Jer.csy, produces sulfamethazine. In 1983 they 
produced over 20,000 kilos of sulfametr. izine, and their production level of the 
chemical is expected to be even greater this year.

To lift the duty of foreign produced sulfamethazine would only serve to reduce the 
competitiveness of Napp Chemicals, leading to a loss of American jobs to foreign 
competitors. When you review the written testimony concerning H.R. 4381, I sin 
cerely hope you consider the adverse impacts lifting the duty on sulfamethazine 
may have in this country.

Thank you for your consideration and please contact me if I can be o< any assist 
ance.

Sincerely,
ROBERT G. TORRICELLI,

Member of Congress.

NAPP CHEMICALS INC., 
Lodi, NJ, March 28, 1984.

JOHN J. SALMON, Esq.,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: Napp Chemicals, Inc. is a manufacturer of bulk pharmaceuti 

cals and we employ between 90-100 people at our plant in Lodi, N.J. We have man 
ufactured and sold Sulfamethazine for the past 18 years. During 1983 we manufac 
tured and sold more than 20,000 kilos of Sulfamethazine and already in 1984 we 
have manufactured and sold more than 9,000 kilos.

We have consistently been faced with severe import price competition under the 
present duty status. We feel certain that the suspension of duty on this compound 
would eliminate any possibility of future manufacture of the product by us in the 
U.S.

We hope the Committee will take into consideration the serious effect that the 
above would have on the business of Napp Chemicals, Inc. 

Respectfully submitted,
HOLBROOK BUGBEE,

Executive Vice President. 
(212)



H.It 4382
To suspend the duty on sulfaguanidine until the close of Dec. 31, 1986. 
See comments of Hon. Cooper Evans at p. 269, and Salsbury Laboratorieo, Inc., at p. 

269.
H.R, 4443

To continue until the close of June 30, 1989, the existing suspension of duties on 
certain forms of zinc. 

See also comments of Independent Zinc Alloyers Association at p. 335.

STATEMENT OF THE LEAD-ZINC PRODUCERS COMMITTEE
Sum/nary

The Lead-Zinc Producers Committee supports enactment of H.R. 4443 to continue 
for five years the current duty suspension on imports of zinc ores and concentrates, 
and other zinc-bearing materials used by domestic zinc producers as raw materials 
in the production of zinc metal.

The bill is needed to assure domestic zinc smelters and refiners continued access 
to raw materials on a basis competitive with that available to foreign producers. 
U.S. zinc mines cannot completely meet the raw material needs of U.S. zinc smelt 
ers and refiners. Domestic zinc smelting and refining operations, which have al 
ready been seriously injured by high levels of imports of zinc metal, would be fur 
ther harmed by the I'eimposition of duties on raw materials, expecially since com 
petitors in foreign countries are not charged similar duties on their imports of such 
materials. Domestic zinc mines can sell virtually all production to domestic smelting 
and refining operations and, therefore, will benefit from any action taken to en 
hance the viability of the U.S. zinc smelting and refining industry.

STATEMENT

This statement is submitted on behalf of the member companies of the Lead-Zinc 
Producers Committee in support of H.R. 4443, which would continue for five years 
the current duty suspension on imports of zinc ores and concentrates, and other ma 
terials used by domestic zinc producers as necessary raw materials in the produc 
tion of zinc metal. 1

The Lead-Zinc Producers Committee is comprised of four U.S. producers of pri 
mary ziuc who account for most of the primary zinc output in the United States. 
The members nre:

AMAX Lead £ Zinc Incorporated, 7733 Forsyth Boulevard, Clayton, Missouri 
63105.

ASARCO Incorporated, 120 Broadway, New York, New York 1027.1.
The National Zinc Company, West llth Street, Bartlesville, Oklahoma 74003,
St. Jce Minerals Corporation, 7733 Forsyth Boulevard, Clayton, Missouri 63105.
The Committee is submitting a separate statement in opposition to H.R. 5010 

which would make permanent the present duty-free treatment for the materials 
covered by H.R. 4443 rather than extending for five years the suspension of the duty 
on these materials. More importantly, H.R. 5010 would provide duty suspension 
until the end of 1987 of unalloyed zinc metal, and item not covered by H.R. 4443 
and which is the principal product of the domestic zinc industry.

The Lead-Zinc Producers Committee urges continuation of the present suspension 
of duties on zinc ores, concentrates, and other materials covered in H.R. 4443. This 
measure would continue through June 30, 1989 the duty suspension originally en-

1 Zinc-bearing ores and concentrates (TSUS 602.20), zinc dross and skimmings (TSUS 603.30), 
other zinc materials (TSUS 603.49, 603.50, 603.54, and 603.55), and zinc waste and scrap (TSUS 
626.10). These are now classified in Schedule 9 of tbs Tariff Schedules as TSUS911.00 for zinc 
ores and concentrates, TSUS 911.01 for zinc dross and skimmings, TSUS 911.02 for other zino 
bearing materials, and TSUS 911.03 for zinc wast* and scrap.
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acted in Public law 94-89, of August 9. 1975 and subsequently extended in 1979. The 
present suspension of duties expires on June 30,1984.

Imports of these materials are important because U.S. zinc mines, even when op 
erating at full capacity, cannot produce sufficient ores and concentrates to meet the 
raw material needs of U.S. zinc smelters and refiners. U.S. zinc mine production in 
1983 fell to only 60 percent of its level in 1975 when the duty suspension on ores 
and concentrates was first enacted. The depressed condition of U.S. zinc mine oper 
ations, therefore, in effect requires U.S. smelters and refiners to supplement domes 
tically-mined ores and concentrates with imported raw materials in order to operate 
at efficient levels of capacity utilization.

U.S. zinc smelters and refiners need continued access to zinc ores and concen 
trates at world market prices without the additional burden of a U.S. import duty. 
Prior to the enactment of the duty suspension, the United Svates was the only 
major zinc metal producing country which imposed a tariff on these raw material 
imports. This tariff placed U.S. zinc smelters and refiners at a competitive disadvan 
tage in the acquisition of these materials, while other problems fac.ng domestic zinc 
smelters and refineries are of great significance, continuation of tl is suspension of 
duties is important to the industry. Had the tariff suspension not been in place 
during 1983, U.S. zinc smelters and refiners would have had to pay'nearly $680,000 
in duties on zinc ores and concentrates, and related materials even considering that 
28 percent of the 1983 imports entered duty-free under the provisions of the Gener 
alized System of Preferences (see Table 1). Failure to continue the suspension would 
reimpose duties (equal to about 0.53$ per pound of contained metal) and further 
compound the difficult financial problems of zinc producers This additional burden 
would come at a time when the industry is beginning to emerge fro*n its severely 
depressed state during the recent recession. •

U.S. imports of zinc ores and concentrates, and related materials'amounted to 
81,806 short tons of zinc content in 1983. This import level is little chaitged from the 
1982 recession level and is still only 32 percent of the 255,830 tons <;f imports in 
1981 (see Table 2). U.S. imports of zinc ores, and concentrates, and related raw ma 
terials should increase considerably as the U.S. recovery continues and particularly 
as ASARCO's Corpus Christi, Texas, zinc refinery recently resumed operations after 
a 16-month shutdown. U.S. imports of these raw materials are supplied mainly by 
Canada, Mexico, and Peru, which together accounted for 77 percent of total imports 
in 1983.

Continuation of the suspension of duties provided for by H.R. 4443 is important to 
domestic producers of zinc metal. The health of the U.S. zinc smelting and refining 
industry is, in turn, crucial to the health of the U.S. zinc mining industiy. Coptinu- 
ation of the duty suspension on zinc ores and concentrates, by helping the smelters 
and refiners, also helps domestic mines. ITiese mines have traditionally been highly 
dependent on sales to the domestic industry. Three of the member companies of the 
Lead Zinc Producer Committee are themselves vertically -integrated zinc producers 
and operate zinc mines. Currently zinc mining tskes place HI a number of states 
including Tennessee, Missouri. New Jersey, Colorado, Pennsylvania and New York.

During the deliberations related to Congressional consideration of the 1979 exten 
sion of the duty suspension, no objections to the measure were voiced from any 
source. At that time, the Administration supported the bill on the grounds that the 
tariffs aided no domestic industry and that their continued suspension would have 
no adverse effect on any industry In fact, the Administration concluded that the 
competitive position both at home and abroad of U.S. smellers and refiners would 
be seriously threatened should such duties be reimposed. These factors aie equally 
applicable today.

For domestic producers of zinc metal, the suspension means economical access to 
a raw material in short supply and permits sroeiters to operate at efficient levels. 
For smelter and refuting workers, the duty ^uspensiun {ner.ns jabs. For the U.S. 
economy, ii means a more viable domestic industrial base.

The lead-Zinc Producers Committee strongly urge* early enactment of H.R. 4443.
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H.R. 5010

Summary
The Lead-Zinc Producers Committee strongly opposes H.R. 5010 for the following 

reasons.
With regard to making permanent the present duty suspension for zinc ores and 

concentrates and other zinc-bearing materials, the United States should not elimi 
nate these duties unilaterally. The U.S. may wish to negotiate their reductions for 
trade concessions at some future time. Moreover, the current duty suspension has 
been working well since first instituted in 1975.

Representative Jones has already introduced H.R. 4443 which continues the duty 
suspension on the above items for five years. We support this approach.

Our major concern with H.R. 5010 is section 3 which suspends the duty on unal 
loyed zinc metal. This is the principal product of the domestic zinc industry. If this 
provision is enacted into law it would cause serious harm to the domestic zinc indus 
try.

U.S. duties on unalloyed zinc metal imports are substantially lower than those of 
other industrialized countries. Suspension of the duty on unalloyed zinc metal would 
divert world exports of this product to the U.S. market.

The independent zinc alloyers who support this legislation are themselves protect 
ed by a duty of 19 percent on imports of alloyed zinc, the highest duty of any metal 
or mineral in the U.S. Tariff Schedules.

The U.S. needs its own viable primary zinc industry for economic and security 
reasons. Passage of H.R. 5010 could jeopardize the future viability of the industry.

A healthy domestic smelting and refining industry is in the best long-term inter 
est of zinc-consuming industries. The elimination of the duty on unalloyed zinc 
would work directly against this important interest.

This statement is submitted on behalf of the Lead-Zinc Producers Committee in 
opposition to H.R. 5010. This bill would do two things. First, it would make perma 
nent the present duty suspension for zinc ores and concentrates and other zinc-bear 
ing raw materials' used by domestic zinc producers as raw materials in the produc 
tion of zinc metal. Second, it would suspend the duty on unalloyed zinc metal 2 for 
approximately 3 J/2 years, until the end of calendar year 1987.

The Lead-Zinc Producers Committee is comprised of four U.S. producers of pri 
mary zinc who account for most of the primary Anc output in the United States. 
The members are:

AMAX Lead & Zinc Incorporated, 7733 Forsyth Boulevard, Clayton, Missouri 
63105.

ASARCO Incorporated, 120 Broadway, New York, New York 10271.
The National Zinc Company, West llth Street, Bartlesville, Oklahoma 74003.
St. Joe Minerals Corporation, 7733 Forsyth Boulevard, Clayton, Missouri 63105.
There are several reasons for the Committee's opposition to this legislation.
With regard to making permanent the present duty suspension for zinc ores and 

concentrates and other zinc-bearing materials, we see no need for the United States 
to eliminate this duty unilaterally. The duty suspension on these products has been 
working well since first instituted in 1975. It may be that at some time in the future 
in another round of multilateral trade negotiations the U.S. duty on these items 
may be negotiated downwards or even made duty-free, but that would be on a recip 
rocal basis in which the United States would receive something from some other 
country for this concession. Furthermore although we cannot predict the future, we 
must not preclude the return of the domestic zinc mining industry to an increased 
level of operation that would more fully be able to supply domestic requirements of 
this important raw material.

Representative Jones of Oklahoma has pending before the Trade Subcommittee 
H.R. 4443 which would continue the duty suspension on these items for an addition 
al five years. We have submitted a separate statement in support of H.R. 4443.

Our major concern, however, is with Section 3 of H.R. 5010 which would suspend 
the duty on unalloyed zinc metal. This is the principal product of the domestic zinc 
industry. This provision, if enacted into law, would be an example of a miscellane 
ous tariff bill causing serious harm to a domestic industry.

1 Zinc-bearing ores and concentrates (TSUS 602.20), zinc dross and skimmings (TSUS 603.30), 
other zinc-bearing materials (TSUS 603.49, 603.50, 603.54, and 603.55), and zinc waste and scrap 
(TSUS 626.10). These are now classified in Schedule 9 of the Tariff Schedules as TSUS 911.00 for 
zinc ores and concentrates, TSUS 911.01 for zinc dross and skimmings, TSUS 911.02 for other 
zinc-bearing materials, and TSUS 911.03 for zinc waste and scrap.

2 Unwrought zinc, other than alloys of zinc (TSUS 626.02).

30-600 0-85-19
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The industry is currently beginning to emerge from its severely depressed state 

during the recent recession. The efforts to reopen and modernize existing smelters 
to meet the current increase in demand and to put U.S. workers back on the job 
could be threatened by the loss of the duty. The loss of the duty could, in fact, ad 
versely affect the still fragile recovery of the industry. ASARCO's zinc smelter in 
Corpus Christi, Texas, recently reopened after having been shut for 16 months and 
its future could well be in doubt if the duty is lost.

The United States already has the lowest import duty on unalloyed zinc of any 
major industrialized country. The current U.S. duty of 1.7 percent is equal to about 
1 cent per pound, a not insignificant amount. In 1983, $9.1 million was collected in 
duty on imports of some 680,000 tons of unalloyed zinc valued at $504 million (see 
attached table). The suspension of the duty could result in a revenue loss to domes 
tic producers of unalloyed zinc equal to the duties now collected on imported zinc.

Furthermore, the U.S. primary zinc industry is losing its tariff protection each 
year as the phased tariff reductions of the Multilateral Trade Negotiations take 
place. The current tariff of 1.7 percent will drop to 1.5 percent in 1987. To remove 
this adjustment period, which was made an integral part of the overall MTN tariff 
reduction process, would show bad faith to the U.S. primary zinc industry and sub 
ject it to totally unnecessary injury. On the other hand, Japan's duty is approxi 
mately 3 percent and the European Community's is 3.5 percent. In comparison to 
these duties, the U.S. duty is relatively small. If the U.S. duty on unalloyed zinc 
metal is removed altogether, it is the judgment of the companies which are mem 
bers of the Lead-Zinc Producers Committee that an increasing amount of the 
world's exports of unalloyed zinc metal will be diverted to the U.S. market, jeopard 
izing what now remains of industry capacity.

It should be recalled that a surge of imports of unalloyed zinc metal caused exten 
sive damage to the domestic industry which led the industry unsuccessfully to seek 
relief in 1978 under the "escape clause" of the Trade Act of 1974. Opposing the do 
mestic industry at that time were the independent zinc alloyers who, we under 
stand, are the proponents of H.R. 5010.

We find it remarkable that the alloyers would be pushing for the suspension of 
the duty on unalloyed zinc when they themselves are protected by a duty of 19 per 
cent on imports oi' alloyed zinc. This is the highest duty for any metal or mineral in 
the U.S. Tariff Schedules today. The alloyers were able to protect their 19 percent 
duty during the Multilateral Trade Negotiations and this duty will remain at the 19 
percent level at the same time that the duty <-.n unalloyed zinc is being phased down 
to 1.5 percent in 1987. The virtual complete protection that the alloyers enjoy can 
be shown by the level of imports of alloyed zinc in 1983 (see attached table). They 
totaled 55 tons valued at $35,000.

We submit that the opposition of the independent alloyers is not well-founded and 
that, on the contrary, a healthy domestic smelting and refining industry is actually 
in the best long-term interest of zinc-consuming industries. The elimination of the 
duty on unalloyed zinc would work directly against this important interest.

The United States needs its own viable primary zinc industry for both economic 
and strategic reasons. In the Committee's judgment the passage of H.R. 5010 would 
call into question the future viability of this industry. We urge the Subcommittee 
not to report H.R. 5010 favorably.

U.8. IMPORTS OF UNWROUGHT ALLOYED AND UNALLOYED ZINC, 1983: QUANTITY, VALUE, DUTY
RATE, AND COLLECTED DUTY

Unalloyed (TSUSA 626.0200). .............
Alloyed (TSUSA 626.0400) ...... .....

Total........................... ......

Quantity 
(pounds)

............ 1,361.641,650

............ 109,074

............ 1,361,750.724

Value

$503,853,026
34.907

503.887,933

Duty rate

1.8 percent ad valorem
19 percent ad valorem

Duty collected

$9,083,553
4,279

9,087,832

STATEMENT OF EDWARD L. MERRIGAN, COUNSEL, NATIONAL ASSOCIATION OF 
RECYCLING INDUSTRIES, INC. .

This statement is submitted by Edward L. Merrigan, Counsel for the National As 
sociation of Recycling Industries, Inc., the trade association for the nation's metals,
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paper, textile and rubber recycling industries. My address is 6000 Connecticut 
Avenue, N.W., Washington, D.C. 20815, and my telephone number is 656-0210.

The Association's position with reference to H.R. 4443 and H.R. 5010 is brief, 
simple and direct. It favors early enactment of legislation which will continue to 
suspend beyond June 30. 1984 duties on zinc waste, sc'-ap, dross and skimmings— 
preferably legislation which will permanently suspend dutiable treatment of these 
vitally important recyclable commodities.

As the committee will recall, at the end of the 97th Congress, legislation (Pub. 
Law 97-446) was enacted which permanently suspended duties on other forms of re 
cyclable metal scrap. As in the case of metal scrap, duties on recyclable zinc scrap 
etc. have been suspended for a ong period of years, and many independent smelters 
in the United States depend on imported recyclable forms of zinc in the same way 
that some domestic zinc producers depend on imported virgin zinc ores. Permanent 
duty-free treatment of these vitally important raw materials would preclude an 
unfair, damaging increase in industrial costs for the smelters that must depend on 
these recycled zinc materials

Duty-free importation of recyclable zinc over a long period of years plainly has 
not adversely affected any U.S. interests—indeed, it has operated to maintain com 
petitive equality among virgin and secondary producers of zinc products

Accordingly, this Association respectfully urges Congress to approve either H.R. 
4443 or H.R. 5010 at this time, but to modify same to the extern necessary to make 
the duty-free treatment of recyclable zinc imports permanent.



H.R. 4482
A bill to amend the Tariff Schedules of the United States with respect to the clas 

sification of certain diamond articles.

STATEMENT OF C.D. SWICK, MANAGER, MARKETING, SPECIALTY MATERIALS BUSINESS 
DEPARTMENT, GENERAL ELECTRIC Co.

SUMMARY
This statement is submitted on behalf of General Electric Company in support of 

H.R. 4482, a bill which provides for the suspension of duty on imported polycrystal- 
line diamond compact O'PDC") tool blanks and drill blanks. These PDC blanks are 
used predominantly in the manufacture of drill bits for oil and gas exploration. In 
fact, all major domestic U.S. manufacturers of oil and gas exploration bits purchase 
PDC blanks. The enactment of the proposed legislation should tend to decrease the 
cost of drilling for such critical natural resources.

The use of PDC blanks has resulted in cost reduction and higher productivity in 
drilling by allowing the oil or gas explorer to drill longer and faster than is possible 
with exploration bits of traditional design. The strategic importance of attaining 
cost reduction in energy resource exploration is, of course, manifest. As our oil and 
gas reserves are declining, so too are new exploration and production because of the 
sqeeze caused by high costs and moderating energy prices. Without reductions in 
the cost of drilling (such as those made possible by the use of drill bits incorporting 
PDC blanks) to increase the attractiveness of domestic exploration, U.S. energy con 
sumption will initially shift increasingly to foreign sources.

PDC blanks also have a proven track record in the mining industry. Mining drill 
bits made with PDC blanks have shown substantially improved performance with 
respect to tool life and drilling speed. Other potential benefits for the mining indus 
try include increased mining safety and reduced power requirements.

Most all of the PDC blanks used in the manufacture of drill bits for oil and gas 
exploration and mining applications are manufactured by General Electric Compa 
ny in the United States and Ireland and by other foreign manufacturers. General 
Electric urges favorable consideration of the bill: the loss of revenue occasioned by 
enactment is estimated to be less than $1 million annually; on the other hand, the 
domestic energy industry will realize lower production costs, which should promote 
increased energy exploration in the U.S., and domestic tool and drill bit facilities 
will have easier acess to PDC blanks and should be more competitive international 
ly.

STATEMENT

Mr. Chairman and Members of the Subcommittee, My name is David Swick. I am 
the Marketing Manager for the Specialty Materials Department of General Electric 
Company headquartered in Worthington, Ohio. This Department directly employs 
more than 950 manufacturing, engineering, marketing, service, and support person 
nel at the Worthington facility. In addition, the Department has an affiliate, Spe 
cialty Materials International, located in Dublin, Ireland. Both locations are in 
volved in the manufacture of superabrasive products including polycrystalline dia 
mond compacts which are distributed throughout the world. These compacts are 
used as dnll blanks and tool blanks, predominantly in the c ! l and gas exploration 
industry but also, to a lesser extent, in other mining and industrial applications. 
The following comments are submitted in support of H.R. 4482. This Bill provides 
for a new tariff classification and a suspension of duty treatment for polycrystalline 
diamond compact tool blanks and drill blanks.

A polycrystalline diamond compact blank (hereinafter "PDC blank") is comprised 
of randomly oriented, synthetic diamond crystals bonded together by a high-pres 
sure, high-temperature process which may or may not be bonded to a substrate 
(most typically a cemented tungsten carbide). PDC blanks come in a variety of 
shapes, including cylinders, triangular prisms, etc.

(280)
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As noted, PDC blanks are used in a number of natural resource development and 

other industrial applications. These would include the uoe of PDC blanks in the 
manufacture of drill bits used in oil and gas exploration and various mining func 
tions. The incorporation of PDC blanks into drill bits used principally in oil and gas 
exploration is a relatively recent development in oil field technology which offers 
attractive advantages in reducing the cost of drilling for oil and gas. All major do 
mestic U.S. manufacturers of oil and gas exploration cits purchase PDC blanks.

The use of PDC blanks in oil and gas exploration benefits the firm seeking these 
natural resources, principally through allowing higher productivity in drilling. 
Higher productivity is achieved largely through allowing the oil or gas explorer to 
drill longer and faster than is possible with oil and gas exploration drill bits ot tra 
ditional design. See, e.g., Appendix 1, which includes severl case histories in point. 
Oil and gas exploration drill bits incorporating PDC blanks have already been cited 
for several records for total footage drilled and speed of drilling published in the 
Book of Records by Drilling magazine.

Cost reduction in exploring for oil and natural gas as a strategic issue is becoming 
more significant. Despite the record footage drilled in oil and gas exploration drilled 
during 1980 and 1981, crude oil reserves for 1982 again showed a decline of 5.3% 
from the preceding year and for 1983, showed an additional 1.8% decline, as report 
ed by Data Resources, Inc. Natural gas reserves held steady between 1981 and 1982 
but declined by 2.2% between 1982 and 1983. During this period, U.S. domestic oil 
production remained flat and natural gas production declined 17.1%. Forecasts pre 
pared by Data Resources, Inc., indicate that remaining potential reserves in the con 
tinental United States in the lowest cost category, onshore drilling, are expected to 
decline by approximately 30% for crude oil and 20% for natural gas between now 
and the end of the decade. Implicit in this forecast is the corollary that only the 
most expensive domestic locations remain for exploring for oil and natural gas. 
Without reductions in the cost of drilling to increase the attractiveness for domestic 
exploration, now stabilizing due to moderating oil prices, U.S. domestic oil consump 
tion can only inevitably shift increasingly to more foreign sources. Reducing the 
cost of domestic drilling will enhance the viability of domestic sources of oil and nat 
ural gas. The increased availability of PDC blanks for manufacture of these ad 
vanced design oil and gas exploration drill bits will contribute to this cost reduction. 
It is anticipated that the suspension of the tariff will help U.S. distributors of PDC 
blanks and drill bit manufacturers using PDC blanks to maintain competitive prices 
despite increasing costs, thereby increasing the attractiveness of this developing 
technology.

In addition to the use of PDC blanks in tools for oil and gas exploration, the 
United States Department of Energy has done research into the technology involv 
ing the use of PDC blanks for advanced technology roof bolt drill bit applications in 
the mining industry. Results of this research published in Sandia Report SAND-82- 
2957 issued in July, 1983 indicate that substantially improved performance with re 
spect to tool life and drilling speed could be achieved with mining roof bolt drill bits 
made with PDC blanks. Economic analysis concluded that realizable reductions in 
roof bolt drilling costs could be achieved through the use of advanced design bits 
made with PDC blanks. Additional research performed by the U.S. Department of 
the Interior, Bureau of Mines published in their Report of Investigation RI 8802 
issued in 1983 indicates that promising application of drag bits using PDC blanks 
exists. Potential benefits for the mining industry included beneficial application for 
mining safety and reduced power requirements for drilling while mining.

The vast majority of the PDC blanks used in the manufacture of drill bits for oil 
and gas exploration and mining applications are manufactured by General Electric 
Company in the United States -and Ireland and by other foreign manufacturers. 
Total domestic production of PDC blanks, excluding General Electric, is approxi 
mately 4% of domestic sales. In addition, General Electric is actively working with 
a large number of domestic drill bit manufacturers in support of this vital technolo 
gy. Examples of General Electric's PDC blanks are Stratapax *, Compax *, Geoset *, 
and Formset *.

We urge the Committee's favorable consideration of this legislation so that domes 
tic tool and drill bit fabricators will have easier access to PDC blanks and be more 
competitive internationally. The domestic energy industry will realize lower produc 
tion costs which will promote increased energy exploration in the United States. It 
is anticipated that the passage of H.R. 4482 will result in a revenue loss of less than 
$1 million annually There will be no impact on any Beneficiary Developing Coun 
try under the Generalized System of Preferences.

* Trademark of General Electric Company, USA.
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CASE HISTORY 401
GE'S STRATAPAX" DRILL BLANKS

PUTTEETH IN 
GAS-DRAINING OPERATION

Mtlhane drilling economic! 
have been algnlflcantry Improved with 
th» UM <£ a drill bit containing General 
Electric. STHATAPAX drill blank*. In 
th* PMI eottt have approached $4.00 
per loot wNh tungtten carbkt*4tudad 
bltt having an average We ot 200 ItAM. 
But. by incorporating natural diamond- 
stotiM and General Electrlc'i STRATA- 
PAX drM bkftikt Into th» deafen, a bit 
WM developed by a btt manufacturer 
that hat helped ont ua*r raduc* drilling 
cotttcontidtraMy.

For example, ont STRATAPAX 
blank drill btt hat drilled mora than 9.000 
(•at of hole at a cott ol )u*t *.72/loot. 
And tht btt manufacturer It convinced 
that tht economici wilt get better, ttoce 
bit lilt It projected to be at tout 16,000 
leet.

*"° :l*D QfTMWuiuixtiT

«CTUM.un w

or tramamu err 
ANeauwoterr

Currently, Ihete bltt art being 
uted In tht Southwestern U.S. to drW 
horlMntal holet 2.500 to 3.000 let! In 
length In coal team*. Coai team drilling 
reducet tht concentration ot methane 
In the team lace being mined, and per- 
mitt a greater degree ot talety In under 
ground mining operatlont. Bit detlon. 
however. In not limited to liorltontat 
drilling. The bit can atoo be uted el- 
lecllvfiy In many vertical drilling appH- 
cationi.

Bill now In UM are 3V4 Inchet In 
dlimettr. and are ttudded with 10 
STRATAPAX drill blankt trrtngtd In live 
rowt. The oHc-thaptd blankt are 
brazed to the Ml. They are competed ol 
a highly wear-retltltnt layer ol tlnlered 
diamond on a tungtten ctrbtde tub- 
tlrate and ire tet In a catt-matrlx 
crown. The outtldt diameter (gauge) ol 
the bit (5 tet with frper-carat natural 
diamondt that provide Ml liability and 
maintain hole tlze. Filteervper-carat 
natural diamonoa art tel In the crown to 
providi addltlonat reinforcement lor the 
matrix.

Five, tlott hive been catt into 
the outtlde dlamtttr ol the Ml. Each 
tervtt to attltt In the removal ol chlpt 
Irom the cutting area. A 80*. W-incrt- 
diameter cone, ndtet Irom the ceo- 
lerline ol tht bit, conttltutet the bit 
apex1. Bit dttlgn Includn live wtter 
portt tlrateglcally placed to that the 
lorce ol the water can move chlpe to the 
tlott, tnd thus trantport the cNpt back 
to the team lice. The action ol tht bit It 
tuch that a pencll-polnl-ihaptd core It 
cut, broken oil and then Jtttitoned Irom 
the tpex by tht hkjh-pretture water 
ttretm.

The bit It detlgntd In tuch a way 
that minimum drilling llukK>:etture 
drop occurt thrcjgh tht bit. TWt letture 
permit! maximum water prettore to 
drive the downhole motor. However, 
there It tuffictertt we*er -flew and 
pretturt to maintain chip removal.

CoW MMng (Merntne OreMege) W
Directional control ol the 

dynamically balanced bit It exact, and 
penetration ritet everage 200 It/hr. In 
lact. drWIng rattt ot 300 teet per hour 
have been recorded on numerout 
occatlona.

Ihe btt that drilled 9.000 leet. a 
footage that txcetdt the We ot i 
ttandard tungaten carbide bH by more 
than 40 timet. la projected to outlatt 
carbldt by at Much at 80 tlmet. Thut, 
trlpt needed to crwnge the bttt have 
been tkjnHlcantryrtduced-t>y at much 
at 40 hourt on a 2,000-M. holt.

OriHiog ratta exceed mote M 
carbldt bttt by up to three tlmet. Alto, 
tht extended We tnd therpnett ol tht 
STRATAPAX bltnkt tnd tht higher 
penetration ratta havt helped reduce 
drilNngcottt.

Even though tht STRATAPAX 
blank bit dncrlbed above I* more ex- 
penttve than a tungtlen carbide bit. It 
hat already tavtd tht uter $24,120 In 
0.000 leet of holt. Attuning an oper 
ating coat ol $8S.OOmr, a carbldt Ml Me 
ol 200 leet and a penetration rate ol W 
It/hr, the projected Kft ol 16.000 
tt/STRATAPAX Hank bH can be ex 
pected to yWd • total tavlngt ot 
$42.860 ptr btt.

.COAL SEAM DRILLING FOR 
METHANE GAS DRAINAGE

&-EN.ERAL % ELECTRIC
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CASE HISTORY 402

STRATAPAX* BLANK CORE BITS DRILL 
SAN ANDRES DOLOMITE FIVE TIMES 
FASTER THAN DIAMOND CORE BITS

Cora btt» using STRATAPAX* drift 
blanks have significantly reduced drtWng 
time «nd eat** tor pressure eoct driMng 
atarr^ oil rnnpenytoWng site near 
Denver CHy, Texas. The 6Vf (1«.S em) 
O.D. x 2W (6.4 cm) I.D. cor* bits were 
developed Jointly by DKmond Oil WM 
Drilling Company (DOWDCO) and San- 
da Laboratories. DOWOCO buiftthe Ma 
*t Mktand. Texas, and It building On** 
CMS for sndNtonel coring projects.

Tb* purpose 01 the coring project 
totoprovifelrtonnalton tor development

of effective tertiary production prooe- 
durat. A eerie* ol »-toot (2.7 m) corns 
ww taken «t 4,»73 (Ml (1516 m) ni«r in

Oewsr Oy. Teiet <*«*v **»

i of Genera) etcMc Company,
USA

Prctiur* coring prMcrvM In* 
downhota formiUon conoWofl In In* 
cor*, which iftow* tor an KcuraM nw*r
*ur*m«nt ol th* chtng* In oil contort ki 
th* tormMton takio cvamln*d. Of In* 
MS tot (270 m) of con l«k*n. mkwd 
dtamond dril M* w*r* u**d tor S16 f**t 
(1S6 m) and STRATAPAX bkjnk bft* w*r* 
u*«d tor 367 f**t (112 m). Av*r*B* P*m>- 
trtboo rat* of mlntd dumond bto wn 
2.0 fUhr. (.6 m/hr.) white th* 
STRATAPAX blank bitt av«rag«d 10.6 
ft/hr.(3.3nVhr.|"

Cor*«lak*n«rithth* STRATAPAX 
blank bHt ar* of hkjh*r quaWy than cor** 
laktn with mined diamond btt*. Th* 
hlgh*r kMtantarMout pwMtratton rat** 
of STRATAPAX blank con bM*. tour to
*tat Urn** that of mlrwd diamond bto. pn>- 
v*nK th* cor* from breaking or crum- 
Wng. and mlnlmlzM th* fluid Invasion of 
th* cor*. Th* high penetration r*t*« 
combined with the low bit wdght*. 7.000 
pound* (3182 kg), r**ult*d ki 85% cor*

The efficiency of the STRATAPAX 
blank bta hu greatly speeded up the 
coring project at Denver City. Uiing con 
ventional diamond bitt. DOWDCO aver 
aged two 0-foot (2.7 m) cor** p*r day. 
WHh STRATAPAX blank Mttjtj* now 

•pouiHe'to'tik* three of four cores per 
day.

DOWDCO reports that the cutting 
structure ot STRATAPAX blanks —

"CttnpWt (M dttt rnelsMt *om Qtrnril 
Eltartc $pwMy UeWnM OepertMM. 
ComptcU amng Ftvdudt, upon newel

ST/MMPAX Mank bM dtretoperf By

which are nude of a combination of 
potycrystadne Man-Made' dtamondand 
cemented tungsten carbide produced as 
an Integral blank by a high-tempera- 
tura/hlgh-preuure process -- mounted 
on tungsten carbide studs Is extramely 
tough.. w _ ..

Based on th* success of this pro- 
j*ct. the oH company plans to specify 
only STRATAPAX. blank Ms for future 
pressure cor* driftng.

CORE DRILLING - PETROLEUM.INQUSTRY

GENERAL { ; } ELECTRIC
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CASE HISTORY 411

STRATAPAX* BLANK BITS PENETRATE FASTER,
LAST LONGER IN TUSCALOOSA TREND

CHALK AND SHALE FORMATIONS
Dnftng in the gat-nch Tutcaloota 

trend of South Louisiana can be both 
costly and rieky. especially when con 
ventional dril but an used.

Average wen depth is close lo 
19.000 feat (5791 meters) and future wets 
may be at deep at 30.000 feel (9144 
meters} WMh of average depth require 
150(0 200 days to drtt-anexpenerve 
operation ttritti deep-drilling ng contract 
rales ruonkig at M.OOO per day Com 
pleted wal oottt range from $4 5 mMon 
toM.Om«on.

Betides the usual problems at 
ued with drtkng deep want, drifting c_ . 
tractors ate laced w»h another, potentially 
serious problem. Chest and shale forma- 
lorn above the Tuscatoota sand are sub- 
ject to draabc. often unpredictable, 
pressure changes, and there may be 
pressure changes in the sand itaeK. Bot 
tom how pressures dote to 17.000 pei 
(1195 Mogramt per square centimeter) 
have been reported. Pressure changes 
have led to several catastrophic blowouts 
m Tuscaboea Trend drilling operations

To reduce dnHmg costs and improve 
safety, some contractors have replaced 
conventional rafter cone bds with STOAT- 
Afltt blank Ms. The benefits derived 
from the change include faster penetra 
tion rates, longer bit hfe and reduced 
potsibrMyof catastrophic blowouts-all 
leading to dramatic reduction in drilling 
costs.

STRATARW drill blanks, manufac 
tured by the General Electric Company, 
consist oia layer of porycryttaHm* Man- 
Made* diamond and a cemented tung 
sten carbide substrate, produced as an 
integral blank by a high-pressure, high- 
temperature process. The blank hat both • 
the hardness and the abrasion resistance 
of diamond, and the impact strength of 

.carbide.
IMke conventional roller cone bits. 

STRATABW blank bits dnU rock by a cut 
ting or shearing acton, rather than by a 
crushing action This results in the faster 
penetration rates mentioned.

Because of their efficient cutting ac 
tion. STRMABW blank bits require less 
weight onb* than roter cone or natural

of both drill strings and draw works, and 
lessen the chance ot twist-oils m deop

AMM 13 mtmftx MM w.
diamond Mi The hardness and abrasion 
resistance of the porycryslaHine diamond 
cutting edge eonnbules to longer brt Me

Actual drilling petomance of Chris- 
tensenflockut 23" STRATAFVW blank 
bits and conventional IAOC 527 roller 
cone bits is compared m Tables t and 2 
Both oil-base and vtater-base mods were 
used m these operations.

As seen in Table 1. which compares 
the performance of 8» inch (2)6 milli 
meter) bits, the STRATAFMX blank bit pene 
trated the formMiotrl 5 times faster than 
the roller cone bit and averaged 2 5 times 
greater toolage. In the best run m the 
series, a STRATAFMX blank bit Grilled 1558 
feet m 129 hours, for an average pene 
tration rale of 12.1 feet per hour (3 7 
meters per hour) During this snig.^ PS>. 
the STRATAHOC Wvi. kf. saved the 
operator $102 000

Results for lOH-inch (270 millime 
ter) bits are equally impressive. On the 

, average. STRATAFAX blank Ms pene 
trated Tuscatoosa Trend chalk and shale 
formations twice as last as roller cone bits 
and delivered four times mom'tootage

With STRATAFAX blank bits, on-bot 
tom time is increased substantially This 
reduces the number of trips, thus reduc 
ing the completed cost of the well and 
making catastrophic blow-outs less likely

Another benefit of using STOAT- 
ABOC blank bits is longer drill string life 
Lower M weights help to increase the life

drilling operations 
The™«I are fewer problems when drill 

ing with STRATAfKX blank Ms. too 
STRATAMX blank bHs have no bearings 
or seals to fail, and no roller cones that 
could become detached Irom the bit and 
necessitate an expensive fishing |ob.

With these proven benefits, more 
STOATARAX blank bits are being put to 
work m Tuscaloota Trend drilling opera- 
loot They dull longer and faster at lower 
coat per loot, and are an important (actor 
in reducing total drilling time and improv 
ing safely
feW> I. •V'-Mitnct Comptnun'ol 
STRAWBU Junk M« v»tut Ron* Cent 
B4>. lutcnoou Woodbxt Titnd Autii Cntit 
mddgaferasmnforimKint_______

floury SpMd rpm

Dntngunthi

ftmr(m/hr)
CocI'M(cod/ml US S 
tUtfngt US t

Con* M 
(IADC 
SJ'I

JS 000 
(ISS76)

65 
500(152)

100

5(15) 
120(3*1) 
OMum

STHATAIHX
Bl»*84 

(Chntunun 
Hockul?3l

10000
H536I

110
1400(427)

85(26) 
7S(246) 
63000

ftbtt t Antamunc* Compinton** d 
STRATAMX eunk 841 vtrtin Rolr Cone 
B4i TuK*loouWood(icniri«ndAutl>nCr««> 
mdE<gltFordSniMf«m««n< ____

64|iz* men (mm) 
64 ovgm.fr (kg)

RolvySpMd tpm 
Toulloougt.n(m) 
Dntnglmt.hi

n/nrlnvN) 
CoiVRICOU/mlUS S

ContB4 
(IAOC

40000 
(HI44)

H, 
335(102]

93

3«(M)
206 (6 7£)

OMum

ROCM23)
10H(}70)

16000
(7»7)

US
1221(372)

72(22) 
I06(34«) 
122000

•i/WlgtoltMruns 

.UlhohUSAIIOM)

DEEP DRILLING IfSftHE TUSCALOOSA TREND
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H.R. 4513
A bill to extend for 4 y?srs the temporary ^'ispension of duty on tartaric acid and 

certain tartaric chemicals.

STATEMENT op HON. BILL GREEN, A REPRESENTATIVE IN CONGRESS FROM THE STATE
or NEW YORK

Mr. Chairman: Thank you very much for allowing me to submit written testimo 
ny in support of H.R. 4513, a bill to extend for four years the temporary duty sus 
pension currently in effect for imports of tartaric acid, antimony tartrate, cream of 
tartar, and Rochelle salts. I introduced this legislation on November 18, 1983, and I 
believe that it is in the best interest of American consumers and the chemical in 
dustry of the United States that the Congress <ct favorably upon this bill.

As you know, the initial duty suspension w ; passed during the 97th Congress in 
the form of H.R. 4566. Importers sought the initial duty suspension in light of the 
absence of any domestically-based production capacity, and in order to avoid the un 
necessary inflationary price impact of the duty. In addition, the requested suspen 
sion was developed as a partial response to an inequity resulting from the 1900 con 
version of a specific duty rate for these tartrates to an ad valorem equivalent rate. 
The conversion calculation had been based upon historical import value data which, 
by the time the converted rate was implemented, resulted in substantially increased 
duties becauses of inflation. This unnecessary effective increase in the duty rate, 
combined with the absence of any need for tariff protection for any related U.S. in 
dustry, clearly justified the duty suspension.

Since the suspension has been in effect, purchasers and users of tartrates have 
benefited, and there has been no adverse impact on any domestic producer or on the 
labor market. On the contrary, pharmaceutical manufacturers have benefitted from 
lower production costs for goods requiring tartrate raw materials, and the industry 
is not aware of any new efforts to produce tartrates in the United States. During 
the past three years (1981-1983), imports of tartrates have declined; thus, an exten 
sion of the suspension already in effect will not result in any substantial loss of 
tariff revenue. Finally,, since tarjrates remain eligible for duty-free treatment under 
the Generalized System ol' Preferences, a continued suspension will permit U.S. im 
porters and sellers of higher quality Italian and Spanish tartrates to compete on 
more equitable terms with low-cost duty-free imports from G.S.P. beneficiaries, to 
the ultimate benefit of U.S. consumers.

As you may know, Senator Daniel Patrick Moynihan, of New York, is planning to 
introduce an identical measure in the Senate. It is clear that an extension of the 
temporary duty suspension is in the best interests of the American public, that this 
legislation is justified when viewed in light of the American chemicals industry, and 
that H.R. 4513 presents a fair and equitable solution to the situation stated above. 
For these reasons, I urge you and the Subcommittee to adopt this proposal once 
again. Thank you very much for your time and your consideration in this matter.

STATEMENT OP MATTHEW T. MCGRATH, COUNSEL, ON BEHALF OF PFIZER, INC., AND
TARTARIC CHEMICALS CORP.

This Statement is submitted on behalf of Pfizer, Inc., 235 E. 42nd Street, New 
York, NY, and the Tartaric Chemicals Corporation, 515 Madison Avenue, New 
York, NY ("TCC"). Both companies import certain tartaric chemicals. In addition, 
Pfizer is a producer of chemicals and pharmaceuticals in the United States. Pfizer 
and TCC strongly support the passage of H.R. 4513, introduced by Congressman Bill 
Green of New York, to extend for four years the duty suspension currently in effect 
for certain imported tartrates. The suspension of tariffs for this product will contin 
ue to make available to U.S. purchasers, at a lower cost, products which are not 
manufactured in the United States, and for which the regular tariff rates are unjus 
tifiably restrictive and inflationary. Furthermore, the production processes involved 
are of such a nature that it is extremely unlikely that any domestic tartrate produc-
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tion will be undertaken in the foreseeable future. Therefore, we support the passage 
ofH.R. 4513.

PRODUCT DESCRIPTION

Tartaric acid is a dibasic dihydroxy acid which occurs in grapes as potassium salt. 
During the fermentation of wine, the potassium is deposited in the vats, and is ex 
tracted for use in producing tartaric acid. Crude tartars, the raw materials used for 
the chemical reactions which yield tartartic acid, may be recovered from the crystal 
lized residues from grape juice press cakes, or from crystalline crusts which form in 
wine vats during the secondary fermentation period. Tartars may also be recovered 
from lees, the dried wine fermentation sediments composed of yeast cells, pectinous 
substances and tartars. Because of annual variations in the cost of raw materials 
and inconsistencies in chemical processes, tartaric acid has not generally been pro 
duced synthetically in commercial form. Thus, the producers of tartrates rely heavi 
ly on the natural fermentation methods developed in Italy and Spain as an adjunct 
to the wine production industries in those countries. The following are the specific 
tartaric products addressed in H.R. 4513, and which are presently subject to a tem 
porary duty suspension:

(1) Tartaric Acid, which is imported in powder or granular form, is used as an 
acidulant in carbonated and still beverages, and in the manufacture of gelatin and 
pectin jellies for candies, where it is used to provide the pro]:«r flow characteristics 
for casting. The acid, in combination with its salts, may be used in paste and powder 
cleansers, and for electrolytic polishing of copper and ferrous metals. Tartaric acid 
is used as a mordant in textile dyeing, for photographic developing and for blue 
printing.

(2) Rochelle Salt, or sodium tartrate, is derived from crude tartars in a filtration 
process, and is also imported in a granular form. It is particularly useful as a bath 
component in electroplating various metals and alloys, and is used in the silvering 
of mirrors. Rochelle salts may be used medicinally in effervescing powders, and as 
an emulsifying agent in processed cheeses.

(3) Cream of Tartar, or potassium bitartrate, may be produced by combining tar 
taric acid and Rochelle salt solutions with potassium sulfate, which is then heated, 
filtered and purified. It is imported in granular or powder form, and may be used in 
baking powder or prepared baking mixes, or for the aeration of cakes. Cream of 
tartar is used in the electrolytic tinning of iron and steel and in gold and silver coat 
ing of metals. The application of 9 cream of tartar solution to metals deters oxide 
formation prior to plating.

(4) Tartar Emetic, pota^iumjantirnony tartrate, results from the combination of
' potassium BiEaHrafe" and' antimony oxide in a reaction vessel, and is produced and

imported in crystalline form. It may be used medicinally as an expectorant or
emetic, or industrially as a dyeing mordant in cotton, leather or fur. It may also be
used in textile printing to inhibit or retard the discoloration of textile materials.

Tartaric acid, cream of tartar, and tartar emetic are not produced in the United 
States. Rochelle salts, which is derived from imported tartrates, is produced only in 
small quantities in the United States, and only by Pfizer. Domestic production ca 
pacity is insufficient to meet total U.S. demands.

PRIOR TARIFF TREATMENT

The chemicals which are the subject of this bill are currently provided for in Part 
1 of Schedule 9 of the Tariff Schedules of the United States, items 907.65, 907.66, 
907.68 and 907.69, subject to temporary legislative duty suspension. In the absence 
of such suspension, these products would be classified and dutiable as follows:

Product TSUS 1984 rate

Tartaric Acid.... . . .. .................... . .
Tartar Emetic .........................................................
Cream of Tartar .... ....... . .
RocWte Salts............................................... .........

........... ................ 425.94

....................................................... 426.72

....................................................... 426.76

....................................................... 426.82

5.) percent ad valorem.
1 9 percent ad valorem
5.5 percent ad valorem.
4.7 percent ad valorem.
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Upon the expiration of the current temporary suspension on July 1, 1984, the 

tariff would revert to these column 1 rates of duty, increasing the cost of these prod 
ucts to the purchasers, processors, and consumers.

In reporting favorably on the original duty suspension legislation, 1 this Commit 
tee noted that the conversion of tariffs from specific to ad valorem equivalent rates 
of duty during the Multilateral Trade Negotiations had failed to take account of in 
flationary price increases which occurred subsequent to the time of the underlying 
calculations on which the ad valorem conversions were based. The Committee con 
cluded that "* * * the threefold tariff increase due to conversion was so large a cost 
as to have an extremely burdensome and immediate effect on imports, and [the 
Committee believes] that the importers should not be penalized as a result. H. 
Kept. No. 97-257, 97th Cong., 1st Sess. 15 (Sept. 25,1981).

A CONTINUED DUTY SUSPENSION FOR TARTRATE IMPORTS WOULD BENEFIT CONSUMERS
AND U.S. BUSINESS

The producers and consumers of the range of products liflted^ibove which are 
manufactured with imported tartrates would receive the benefit of "the tariff suspen 
sion extension in H.R. 4513. The upward trend of the cost for tartrates has contin 
ued since the suspension was first enacted, more than tripling for tartaric acid 
alone. The reversion of the tariffs to the pre-suspension rates wouiu is-impose the 
substantial burdens which faced importers and purchasers after the conversion of 
specific to ad valorem rates of duty in 1980. The duties assessed on these products 
would likely result in increased prices of 2 to 6 percent to U.S. purchasers. Further 
more, extreme short-term fluctuations in price, caused by periodic shortages of tar- 
trate raw materials, can result in unexpected and rapid price escalation, which 
would only be compounded by a reversion to the duty rates provided in column 1 of 
the Tariff Schedules. Since there is no domestic industry producing tartrates which 
requires tariff protections, and since no interest has been exhibited by domestic con 
cerns to produce tartrates during the present duty suspension, there is no reason to 
revert to such inflationary duty rates. Indeed, numerous U.S. manufacturers of 
products listed above, such as food processors and pharmaceutical producers, would 
continue to benefit from a suspension of duties through lower raw material costs.

The tariff burden which would be borne by importers of tartrates from Italy, 
Spain and France, in the event of reversion to the nontxal duty rates, is of particu 
lar concern. As was noted in comments supporting the original duty suspension, the 
quality of tartrates produced in Europe is considered superior by many inri 1 '" "rial 
purchasers in the United States, and there exists a market preference for tunaric 
chemicals of Italian, Spanish or French origin, depending upon the requirements for 
end-use of the product. Since the production of quality tartrates is more costly, the 
import value, and hence the assessed duty, is higher than for tartrates produced 
under less costly processes from cheaper raw materials.- In addition, these* products 
are eligible to receive duty-free treatment when imported from beneficiary develop 
ing countries under the Generalized System of Preferences. Thus, although the qual 
ity of the European product is generally preferred, lower-priced, duty-free imports 
continue to exert strong competitive pressure as tartrate prices escalate. As this 
Committee concluded in 1981, "[t]he suspension would assist U.S. importers of the 
chemicals from Italy and Spain to compete with tartaric products entered duty-free 
from Argentina under the Generalized System of Preferences." H. Rep. No. 97-257, 
97th Cong., 1st Sess. 15 (1981). The current suspension has had the desired effect of 
restoring a competitive balance between the dutiable and duty-free imports, and the 
balance would be upse* if duties were to revert to their previous ad valorem rates.

In conclusion, Pfizer and TCC strongly favor the extension of the temporary duty 
suspension on tartrate, as set forth in H.R. 4513. The current suspension has bene 
fited importers and purchasers of these products, without adversely affecting any 
domestic industry or workers, and without resulting in any significant loss of tariff 
revenue to the U.S. Treasury. A continued tariff suspension will maintain the com 
petitive balance between dutiable and duty-free imports. Since the unique tartrate 
production processes are not easily and economically adaptable to U.S. production 
methods, Pfizer an J TCC believe that a continued tariff suspension will not discour 
age efforts to commence production of these tartrates in the United States. During 
the 97th Congress, both the House Committee on Ways and Means and the Senate 
Committee on Finance reported favorably on the legislative suspension, and the Ad 
ministration did not oppose the measure. Pfizer and TCC submit that a reversion to

1 H.R. 1910, aJso introduced by Congressman Green during the 1st Session of the 97th Con 
gress. The bill was enacted as Section 139 of P.L. 97-446.
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the normal duty rates would simply increase the cost of these products to U.S man 
ufacturers and consumers, while yielding no positive results. Therefore, the tariff 
suspension for tartaric acid, tartar emetic, cream of tartar, and Rochelle salts 
should be extended, and it is respectfully requested that the Committee report fa 
vorably on H.R. 4513.



H.R. 4647
To apply a reduced rate of duty to certain dried egg yolk processed from eggs pro 

duced in the United States and exported to Canada for use in the manufacture of 
lysozyme.

STATEMENT OF DENNIS PALMER, OWNER, DAKOTA LAV'D EGGS, CANDO, ND
With regard to House Bill 4647, we would like to submit the following testimony 

and strongly urge the Trade Subcommittee to support this bill. This bill reduces the 
tariff on dried egg yolk imported into the U.S. as a byproduct of the manufacturing 
of Lysozyme by a Canadian processor which uses U.S. eggs.

(1) A long-term contract between the U.S. egg producers and the Canadian plant 
was signed that calls for approximately $10,000,000 per year in egg sales on long- 
term arrangement. This contract has a total export value of approximately 
$70,000,000 over the term of the contract. That contract in itself, stabilizes much of 
the existing production and gives it a place to go.

(2) Since the demise of a local processing plant, this region has had an excess 
supply of eggs. Due to that, our market has been greatly depressed and we have a 
minimum of 750,000 birds in excess production, which, in fact, have helped depress 
this entire region's prices. Therefore, moving these eggs out of U.S. market channels 
into the Canadian market will help our market.

(3) This bill will help reduce our trade deficit by promoting U.S. exports. The eggs 
that are exported to Canada are going to be used for the extraction of Lysozyme, 
manufactured from the whites only of the egg. Lysozyme is contracted to Japan. 
There is no market for the yolks in Canada, however, there is a market both here 
and in the Far East. The high tariff— 27$/lb.—into the U.S. has not made it easy to 
obtain this contract. We anticipate a minimum of yolk coming back to the United 
States because the international markets always pay a higher price for yolks than 
generally the domesti. market does. We do need the ability to bring it back to the 
United States at reaso1 able cost, because if, in fact, it cannot be sold international 
ly, Canada is not going to allow this product to be sold into its own country when 
the eggs originate in the United States. The lower tariff then acts as an incentive to 
the Canadians to purchase the U.S. eggs under contract and to sign similar future 
contracts. The major issue here is that 15,000,000 dozen eggs are being produced in 
the United states and shipped to Canada for processing. It only makes sense that 
they should be able tojutjlj^jo.ur-jnaiJcetJbr-^heir-exce66-product7-If—in-factrour— 

'eggs are not sent to Canada, all those eggs will be available on the market and will 
depress the market, as we have seen over the past four years. The key is that we 
are moving eggs to Canada, out of our domestic market, so if portions of those eggs 
come back in, they will not injure our market because they would already affect the 
U.S. market today, were they not exported.

(4) When these surplus eggs are on the market in the United states, depressing 
prices, the large egg buyers/processors have further depressed the market to their 
own advantage and to the individual egg producer's disadvantage; putting 4,000 of 
those egg producers out of business in the last three years. In 1980 this country ex 
ported approximately 5,000,000 cases of eggs and in 1983 approximately 400,000 
cases. The drop in exports has been due to many factors, including strength of the 
dollar and the subsidizing of eggs by foreign countries, in particular, the EEC. This 
contract gives us an opportunity to export more eggs to Canada than the entire U.S. 
exported last year. The U.S. does need exports of farm commodities.

(5) One wants to remember that eggs are a value added product. The example is 
that it takes four loads of grain for every load of eggs. At the normal retail value 
that is approximately $22.00 in retail value. If you consider that 100 Ibs. of grain is 
approximately two bushels, then we are earning, for the American farmer, $11.00 
per bushel for this grain that is going to Canada in the form of eggs. It is inconceiv 
able to me that any processor could be so self-serving as to try to cheat the farmer 
out of $11.00 grain. Our goals are to sell value added products out of the United 
States. This is, again, consistent with U.S. policy.

(289)
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(6) Should we not pass this legislation, we are informed that the Canadian firm 

will buy eggs from the EEC or from Israel. In the case of either, the Canadian gov 
ernment wul subsidize that r-fxiuct for the freight coming into Canada and also the 
cost of the duty coming ini" the United States on that product. This is truly a 
double-wammy for the U.S. egg producer:

(a) We don t get to sell the eggs to Canada, therefore, the eggs are still on the 
market, causing a continued glut.

(b) The EEC of Israel imports eggs to Canada and we are still besieged with their 
excess yolk in our market. That hurts both the egg producer and the processor in a 
double fashion by not taking the product into the market subsidized by those coun 
tries for our duty. They are willing to pay the duty to come into this country to get 
those eggs off their market. The Canadians have a contract with Japan which the 
U.S. cannot obtain, since the PDA has not approved the manufacturing of Lysozyme 
in this country. \

(7) Thin contract also helps the U.S. trucking industry, which has been hard hit 
since deregulation, because they will allow us to transport the eggs to Canada on 
American trucks—a new innovation in trade again.

(8) The Canadians' attitude is that if they can provide quality product to the Japa 
nese, they are willing to expand this market. Therefore, we have an opportunity in 
the future to expand our sales from potentially 15,000,000 dozen to 30,000,00 dozen 
in the next five years. Once again, potentially doubling the contract value to 
$140,000,000. A lower tariff on the yolks should provide an incentive to the Canadi 
ans topurchase more U.S. eggs.

(9) There are some processors who apparently oppose this. We believe it is only for 
their self-serving interests. In the past it has never been their interest to serve 
American agriculture but only line their pockets. They have done that in near con 
spiratorial action of buying eegs in a format that depresses prices by going in and 
buying on the spot market. Their arguments, listed below seems to be totally un 
founded for many reasons:

(a) Charge: Canadians would use the U.S. eggs for table grade eggs and use their 
own eggs for this process (inferring that Canadian yolks would be returned to the 
United States).

Reply: The bill restricts the tariff reduction to those U.S. eggs used in production 
of Lysozyme in Canada. The eggs that go from the United States to Canada are 
under Canadian inspection. They are not about to let our eggs go into the table 
market. They protect their industry—there is no question about it. This is our op 
portunity to get our eggs into Canada, but those eggs must be exported either to 
Japan, to Europe or in fact come back to the United States. They need this legisla 
tion so they are at no disadvantage. Remember they are paying American prices for 
American eggs, exporting 80 to 90% of their product to Japan. They need this relief 
to be able to come back to the United States so they are competitive.

(b) Charge: Canada does not permit same access to U.S. eggs that we allow for 
Canadian eggs._________ ____

Reply: This contract is very large andTtfiere are not enough Canadian eggs to fill 
it. In fact, the plant will probably buy some excess eggs from Canada in addition to 
the eggs we are supplying. The interesting point to this is that the Canadian govern 
ment obviously does not want this because, just as the processors say, they do sell 
eggs down here. This is our opportunity to turn the tables. They do not nave the 
supply and we can finally get into Canada more eggs than they ship down here.

(c) Charge: United States should concentrate on manufacturing Lysozyme here, so 
U.S. processors can process.

Reply: The Canadians are already ahead of us in technology with Lysozyme. In 
fact, they have a patent on the process and it cannot be produced in the United 
States. Even if it could, the FDA has not approved the drug's use in this country. 
Once again, we should not be jealous of someone else's technology, but should be 
smart enough to sell into ii and use it to our advantage.

Processors seem to fear sales by producers to foreign countries. They see the bill 
as setting a precedent for more sales to processing plants abroad, even though this 
bill has a very narrow application. They seem to want to reduce export opportuni 
ties for U.S. egg producers if that might create more healthy competition for them.

(d) Charge: UJS. processors should be able to break U.S. eggs and send the whites 
to Canada. <

Reply: The Canadians in fact will not purchase U.S. whites, for they have their 
own capacity to break these eggs and part of their contract calls for yolks to be 
shipped overseas. They want the product to be very fresh, and they do not need a 
broker in the middle of it. The relationship that the large processors want to play 
tends to be as a broker. Those companies complaining obviously demonstrate a lack
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of care for the egg producer as has been the case through the years. They are not 
concerned whether the egg producer breaks even or makes money, only that they 
can get their eggs at the absolute cheapest price. They have demonstrated that in 
the past by forcing 4,000 egg farmers out of business in the last three years.

(e) Charge: Could set precedent for'more similar incentives that could promote 
sale of more subsidized Canadian egg products into the United States.

Reply: The most interesting consideration of all is to be the first to buy subsidized 
Canadian eggs every time they have an opportunity, further depressing the price 
and once again telling the poor farmer how bad the market is ana how much excess 
supply "we have and why they can't pay any more. If the egg producer in this coun 
try Knew what the processors had in mind by fighting this legislation, so once again 
they could keep them poor and on the farm, they might be under a total boycott by 
all egg producers in this country. This legislation certainly supports the direct pro 
ducer, the farmer that provides the grain and the trucker that hauls the eggs; and 
not just the 22 large companies breaking and drying eggs in the United States. This 
piece of legislation allows us the opportunity to reverse the trend of Canada ship 
ping more eggs into the United States than the U.S. sends up there. The permits 
are already obtained to bring 15,000,000 dozen into Canada. The record demon 
strates that Canada is shipping 80,000 cases into this country in excess of what we 
are shipping to Canada. This contract calls for 500,000 cases of eggs to go from the 
United States to Canada. Consequently, the 30,000 cases shipped into this country 
bex'omes only 6% of our exports instead of 150% plus. This effect is what we are 
after. The bill is narrowly drawn to permit re-entry of U.S. eggs only from one plant 
in Canada. It would not promote more Canadian subsidized eggs sales in the United 
States.

In conclusion, it would seem that it would be a travesty to not allow the Ameri 
can egg farmer to sell his product direct to a Canadian firm who in turn sells most 
of that product overseas. The true trasyesty is that those farmers in business may, 
in increasing numbers, go out of business. We have not found any alternative 
market because our government is not willing to subsidize eggs as are almost all 
other government in the world. \Ve want to remember that the poultry industry is a 
5.4 billion dollar industry and with a further demise of that industry: the price of 
corn, the price of meal and the price of wheat would continue to go down. But, if we 
can maintain or build our industry, those prices should be raised. We must consider 
all of American agriculture and not just the proprietary interests of a few very 
large companies who want to dominate the egg farmer and the egg industry because 
they work on a margin and are not concerned about break-even cost of agriculture.

STATEMENT OF HCN. AL OLSON, GOVERNOR OF NORTH DAKOTA
We in North Dakota support this legislation for the following reasons:
1) The Canadian egg products manufacturers are forced by their government, to 

use U.S. eggs in this particular product, The Canadian government runs such a 
tight ship that no U.S. eggs, I repeat, no U.S. eggs, can be used in Canada as table 
grade eggs. Because of government regualtions in Canada, the egg supply available 
to the Canadian egg products manufacturer is so limited and in such quantities that 
the egg products manufacturer must go out of Canada for eggs for the production of 
Lysozyme. They will import eggs for this product whether it be from the United 
States, the EEC, Isreal or any other source available to them in the world.

2) It is true that U.S. companies do not have the same access to Canadian markets 
as our laws allow them to our market. However, this bill will enable the implemen 
tation of a contract to give a U.S. company 15,000,000 dozen eggs per year access to 
the Canadian markets, removing that product from an already overstrained pipeline 
of supply in the United States.

3) The production of Lysozyme (extraction of a part of the egg white for use in 
medicines) is not an allowed process yet in the United States because of PDA regu 
lations. The Canadian firm in question has a patented process and has sales con 
tracts for the sale of Lysozyme to Japanese markets.

4) Should we delude ourselves that the United States breaker and drying industry 
can break the eggs in the U.S. and sell the egg whites to their industry for Lyso 
zyme extraction, we are merely killing the contract for the American producer. The 
reason for this being that in addition to the Lysozyme and the egg white sales the 
Canadian firm has for overseas, they also have a significant amount of dried yolk 
sales for which they would have no product.

5) Opposing viewpoints are concerned because the amount of dried whole egg 
powder shipped by Canada into the U.S., represents 30,000 cases of U.S. eggs which
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are not being ueed for the production of the product. This seems rather inconse 
quential since the contract with the Canadian firm involves 500,000 cases of U.8. 
eggs being shipped to Canada yearly for the use in the production of Lysozyme.

I urge you to exert your most concentrated efforts towards the passage of this bill 
#HR4647.

I am enclosing a copy of a form letter sent to concerned persons by one of Ameri 
ca's largest egg drying firms. I feel I have rebutted each of their five points.

Thank you very much.
[Attachment]

MILTON G. WALDBAUM Co., 
Wakefteld, NE, February 23, 1984.

To Other Concerned Persona:
Please find enclosed a copy of a bill introduced by Congressman Frenzel of Minne 

sota. Basically what the bill does is provide for a lower duty on Canadian egg yolk 
powder produced from U.8. eggs imported and utilized for lysozyme production. The 
duty currently is 27 cents/lb. and this bill provides for the product to be charged at 
5.5 cents/lb.

I am a proponent of free trade but feel that this particular bill is dangerous to the 
U.S. egg products industry for the following reasons;

1. The bill would not actually force the Canadian egg products manufacturers to 
use U.S. eggs for this particular product. They could import table grade eggs, under 
their import licenses, utilize those for their table market, and then utilize Canadian 
eggs for this particular usage. The laws on things like this usually allow like prod 
uct to be utilized and only require that like amounts be imported and exported.

2. Canada has a marketing agreement which does not allow free trade of shell 
eggs or egg product*. Thus, U.S. companies do not have the same access that we 
allow Canada to our market. As you know they ship about 3 times more shell eggs 
to the U.S. than they allow us to ship them. All shell eggs must be imported under 
license and the government agencies only allow them when it is to Canada's advan 
tage. When our market is weak however, there is no control to stop the eggs from 
Canada being shipped into the U.S. and further depressing prices.

3. Lysozyme production (extraction of a part of the egg white for usage in medi 
cines) is not an allowed process yet in the United Str tec. Thus, a lower duty will 
only subsidize their industry to get far ahead uf ours in technology.

4. There is much breaker and dryer capacity in the U.S. unused. It is to our in- 
dusty and Country's advantage to break the eggs in the U.S. and sell egg whites to 
their industry for lysozyme extraction.

5. Perhaps the most important reason for opposing the bill is that it sets prece 
dent which can be very dangerous to U.S. egg products producers and their suppli 
ers. Canada's egg products industry receives many of their eggs at reduced prices 
directly from governmental agencies and thus could be subsidized in exports to the 
U.S. in the future. In 1983 Canada exported about 300,000 pounds of dried whole egg 
po"wder"to"the~U:SribrTisage4n-U7Srfood-procesfling-facilities—this-represents.30,000_. 
cases of U.S. eggs which were not used for the production of that product.

I urge you to write your congressman and Congressman Frenzel and express your 
opposition to this bill. The bill number is H.R. 4647. The address to write is: Congressman ————————, 
U.S. House of Representatives, Washington, DC 20250

Should you have any questions or comments please feel free to contact me. 
Best regards,

DEAN HUGHSON.

STATEMENT OF KENT JONES, COMMISSIONER OF AGRICULTURE, STATE OF NORTH
DAKOTA

The entire North Dakota agriculture industry supports the above legislation. In 
our opinion, any manner of legislation which results in a net positive outflow of ag 
ricultural products from this country to any other country is a plus for the Ameri 
can farmer. I am enclosing a copy of a letter from one of the largest egg breaker/ 
dryer companies in the United States. [The letter is identical to that printed above.] 
I would like to address this letter point by point.

(1) The bill itself might not actually force the Canadian egg products manufactur 
ers to use U.S. eggs for this particular product, however, the Canadian Board of 
Control and the Canadian Inspection Bureau would not allow these U.S. eggs for
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any other use in Canada, particularly table grade eggs. As these eggs come into 
Canada and are processed, they must be shipped out of Canada in order not to dis 
rupt the egg supply/demand situation in the North.

(2) It is true that Canada has a marketing agreement which does not allow free 
trade of shell eggs or egg products coming into that country from the U.S., thus, 
what finer piece of statemanship could be accomplished than to allow a company in 
the U.S. to ship 15,000,000 dozen eggs into Canada and remove them from the over- 
supply laden pipelines in the U.S. economy. The net result would be that instead of 
Canada having the advantage over the U.S. egg industry by importing more shell 
eggs into the U.S. than what they allow us to ship to them, the tables would be 
turned.

(3) The production of Lysozyme (the extraction of the part of the egg white for 
usage in medicines) is not allowed yet in the United States. This is not because of a 
lack of technology in this country, it is because of FDA regulations and the plain 
and simple fact that Lysozyme process is patented by the firm in Canada.

(4) Should the U.S. egg industry break the eggs in the U.S. and sell ogg whites to 
that industry in Canada for Lysozyme extraction, the entire contractural arrange 
ment would fail. The reason for this is that included in the sale of the Lysozyme 
and the powdered egg whites is also 80 to 90 percent of the dried yolk* from those

(5) Granted that Canada subsidizes their egg industry while the United States 
does not subsidize the U.S. egg industry. The complaint seems to be that eggs are 
coming into the U.S. in the amount of 30,000 cases per year, depressing the U.S. egg 
market. That seems a rather insignificant figure when you take into account that 
the U.S. firm in question will export 500,000 cases of eggs per year into Canada.

I request your wholehearted efforts to be expended towards the passage of this 
bill, H.R. 4647.

Thank you.

PECO FOODS, INC., 
Tuscaloosa, AI+ March 23,1984. 

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

Building, Washington, DC.
DEAR MR. SALMON: The purpose of this letter is to register the support from Peco 

Foods for H.R. 4647 introduced by Mr. Frenzel on January 25, 1984 and referred to 
the Committee on Ways and Means. Peco Foods is a major integrated poultry pro 
ducer located in Tuscaloosa, Alabama employing approximately 550 people. In our 
opinion, the bill will greatly benefit the egg producer in the United States by facili 
tating the export of American shell eggs. As you are aware, the export of all Ameri 
can poultry products, including shell eggs, has been in steep decline in recent years.

H.R. 4647 provides for a reduction in the rate of import duty on dried egg yolk 
powder processed from shell eggs that have been produced in the United States and

)otltj^^ Ameri 
can egg processor because the duty reduction applies only to egg yolk powder, less 
than 50 percent of the egg, and only on eggs of U.S. origin. The U.S. egg processor 
will continue to enjoy tariff protection on that part of the egg powder to which he 
has added value.

If H.R. 4647 passes, one of the egg processors in Canada t. iat will be importing 
U.S. eggs and thereby utilizing its tariff reduction provision^'is a major customer of 
Peco Foods. For many years now they have imported 12 million pounds per year of 
poultry from our plant for Canadian domestic use on a 52 week per year basis. 
Their continuing business has assisted in the price stabilization of the U.S. poultry 
industry. In our opinion, the passage of H.R. 4647 will result in similar long term 
benefits for the egg production sector of our industry. 

Sincerely,
E.S. HARRIS III, Vice President.
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UNITED EGG PRODUCERS, 
Decatur, GA, April 11, 1384.

Hon. SAM GIBBONS,
Chairman, Subcommittee on Trade, Committee on Ways and Means, House of Repre 

sentatives, Longworth House Office Building, Washington, DC.
DEAR MR. CHAIRMAN: On behalf of the United Egg Producers, I am writing to ex 

press our opposition to H.R. 4647. We are opposed to this legislation for many rea 
sons, some of which are outlined below. H.R. 4647 would reduce the import duty on 
certain dried egg yolks processed from eggs produced in the United States and ex 
ported to Canada for use in manufacture of lysozyme (which is used as an antibac 
terial agent in pharmaceuticals).

We in the U.S. are not permitted to extract lysozymes because this is a patented 
process in Canada. In addition, this process adds value to the product, thus giving 
Canadian firms a competitive advantage over U.S. firms. As a result of the patent, 
U.S. processors are already faced with an unfair trade advantage as they endeavor 
to compote in the world market.

Should H.R. 4647 be enacted, it would only further benefit the Canadians by re 
ducing the import duty.

At the present time, U.S. egg processing firms provide egg whites to Canada for 
lysozyme extraction; therefore, we do not feel it necessary for Canadians to pur 
chase fresh shell eggs and do the breaking/separating themselves.

This would only result in the loss of U.S. processing and breaking jobs, while at 
the same time, creating jobs for citizens of Canada. The United Egg Producers has a 
broad membership of producers, processors and breakers from every region of the 
United States.

While we recognize the need for lysozyme as an antibacterial agent in pharmaceu 
ticals, we firmly believe that U.S. egg processors can meet this demand. We there 
fore urge you to oppose this legislation and would request an opportunity to testify 
before your Subcommittee, should any hearings be scheduled.

I appreciate the opportunity to express our views on this legislation and would be 
happy to answer any questions which you or your staff may have.

With kindest regards, I am 
Sincerely,

AL POPE, President.
ECONOMIC ARGUMENTS

The primary reason we oppose reducing the duty on egg yolk is that we cannot 
support giving a Canadian egg processor yet another economic advantage over U.S. 
egg processors. The current duty of .27 per pound is fair and was set to reflect the 
estimated value of drying eggs and is independent of where the eggs come from 
originally Even with this duty, Canada last year exported to the U.S. 300,000 
pounds ol whole egg or yolk power at a competitive price, displacing 30,000 cases of 
eggs that would have been broken here in the U.S.

The Canadian firm which extracts lysozyme from egg white already has substan 
tial economic advantages over U.S. firms in the egg products market worldwide. 
First of all, they are able to remove lysozyme from egg whites and sell it to pharma 
ceutical companies without having to label the egg white power as having lysozyme 
removed. The value of the lysozyme amounts to as much as .67 per pound of dried 
white. The Canadian processor can theoretically reduce his price to that extent, 
giving him a substantial economic advantage on world markets to the detriment of 
U.S. processors.

According to USDA information (Publication EM 546 Schedule B) in calendar 
year 1983 the U.S. exported 6,961,466 pounds of dried egg whites. Of that amount, 
5,719,987 pounds went to Japan. The value of the Japanese business alone was 
$7,947,414. The total value of egg white sales abroad was $9,868,823. The potential 
amount of albumen that the Canadian processor will be selling at a reduced price 
because of the value of the lysozyme extracted is 1,114,285 pounds, mostly to Japan. 
Without a reduction in the duty on yolk returning to the U.S., this processor has a 
strong cost advantage in his operation, we object to any measure that would give 
him an additional cost advantage.

Secondly, as the enclosed article points out, jthe. Canadian government has, in 
effect, subsidized the expansion of the firm whicnHs^seeking this duty reduction. 
The lowered duty will amount to a U.S. subsidy for Canada's egg products industry 
and allow them to get far ahead of the U.S. in the lysozyme extraction technology. 
Lysozyme extraction is not yet allowed process in the U.S. However, U.S. processors
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are working on federal regulations and hope to be able to compete in the future. 
This bill would set back this progress substantially.

The duty reduction on the yolk powder returning to the U.S. will give an addition 
al unfair advantage to Canadian processors to compete in our domestic egg products 
market. In effect, U.S. processors will be hit with a double economic disadvantage. 
The current contract between CanDo Egg Company (U.S.) and Export Packers Co., 
Ltd. (Canada), calls for 10 loads of shell eggs per week or 7,500 cases/week. One case 
would yield 10 to 12 pounds of liquid yolk or more than 75,000 pounds. Dried, it 
would yield up to 4,000 pounds per week. Over a year's time, 1.7 to 2.0 million 
pounds of dried yolk would be returning to the U.S. domestic market * * * approxi 
mately 15 percent of U.S. production! (Oct. 1, 1983 to Sept. 30, 1983 U.S. dried yolk 
production was 12,739,000 pounds.) Because it would be priced less than U.S. prod 
uct due to the numerous advantages already in place as well as the proposed duty 
reduction, it would displace U.S. processor sales. In addition, processors would lose 
the market for over 4 million pounds of liquid white sold to Canada last year to 
meet their processors' needs.

You may ask why should an egg producer co-op, United Egg Producers, be con 
cerned about whether or not an egg processor is hurt by this bill. If this duty reduc 
tion allows the Canadian firm to displace the dried yolk sales domestically in addi 
tion to the competitive advantage they already have in world markets for dried egg 
white, fewer eggs will be broken in the U.S. Fewer eggs will be purchased from U.S. 
producers for breaking, therefore, depressing the market for breaking stock. This 
price is the floor or the basis of our table egg market, therefore, the table egg price 
will be depressed. If this measure passes, it will most certainly hurt the U.S. egg 
processors and therefore will hurt all egg producers.

There is a great deal of untased egg breaking and drying capacity in the U.S. It is 
to the egg industry's and the United States' advantage to break the eggs here be 
cause of the jobs provided and the economic benefits to the areas where breakers/ 
dryers are located.

We cannot accept the argument that this measure will help the U.S. egg producer 
by increasing egg sales to Canada and strengthening the egg price here. The only 
contract for shell eggs is between CanDo Egg Company and Export Packers Co., Ltd. 
No one outside of this company benefits from the eggs sold to Canada. It does not 
remove surplus eggs from our domestic market; therefore, does not strengthen the 
price nationwide.

The proper' T ot this bill argues that it will open up the Canadian market to U.S. 
producers for u.«s first time, thereby benefiting all producers in the long run. We 
disagree. Although the Canadian government has agreed to increase supplemental 
permits to import U.S. shell eggs for this purpose, that is hardly "opening up" the 
Canadian market. The Canadian egg industry is a closed marketing and controlled 
production system. Producers are guaranteed a price through the egg marketing 
board, which purchases surplus and exports much of it to the U.S. breaker market, 
depressing our prices. This usually occurs at a time of year when we are also in 
surplus. We are allowed to export some eggs to Canada only under controlled condi 
tions and at times when they are in short supply and we are also in short supply. 
This will not change. A duty reduction for dried egg yolk from U.S.-produced eggs 
isn't necessai.; for Canada to grant supplemental permits for any purpose and will 
not "open" the market. Conversely, we will not be "closing" any market by keeping 
the duty at .27 par pouid.

The proponent of this bill also asserts that other processors in Canada will even 
tually utilize U.S. eggs in the same manner if the duty is reduced. We find this hard 
to accept. If the need for eggs exceeds Canada's capacity to produce, that need will 
be filled either through egg white purchased from U.S. breakers or shell eggs. A 
duty reduction isn't necessary.

In 1983, Canada exported nearly 2 million cases of eggs to the U.S. which was 
subsidized by producer assessments to the tune of $18.48 per case * * * or $13 mil 
lion last year. They are in a surplus situation, and whenever they're in surplus, the 
U.S. breaker market receives their product * * * depressing prices in the U.S. We 
would much rather see the Canadian processor utilize their own surplus for their 
lysozyme needs so Canada won't have to dump their egg surplus in the U.S. For 
what reason would they want to buy produce from the U.S. if the Canadians have 2 
million cases of eggs in surplus? The only conceivable reason is that it is a less ex 
pensive product. Of course, we have no objection to any Canadian firm purchasing 
either shell eggs or egg white from the U.S. if their needs aren't met by their do 
mestic supply. We only oppose giving them an additional economic advantage by re 
ducing the duty on egg yolk returning to the U.S.
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Enzymes from eggs
Winnipeg firm is the world's biggest producer 

of anti-viral agent Lysozyme

By D.L. AIKEN

Next time you have eggs for 
breakfast, look at them 
with considerable respect. 
They represent a commod 

ity whose potential is only now 
beginning to be realized.

Human beings have used eggs as 
food for thousands of years, but 
research is now finding other uses for 
egg derivatives that could lake us 
great leaps forward in medicine.

Some of that research is going on 
in Winnipeg, and its results are 
known and felt on a global scale. The 
secrets of the hitherto lowly egg are 
being probed by scientists in a com 
pany with the unlikely — and large 
ly unknown — title of Export Packers 
Company Limited.

Export Packers is. in fact, the 
world's leading producer of a 
substance called Lysozyme, widely 
uttd and accepted in Europe and 
elsewhere but so far not approved in

Canada and the United States. 
Lysozyme is an enzyme obtained 
from egg white, and is used as an 
anti-viral and food preserving agent. 
In Europe i! is. reportedly, favored as 
a treatment for the common cold.

World markets

Export Packers' head office is in 
Bramalea, Ont., but its major pro 
duction centre is at 70 Irene St.. in 
the Fort Carry Industrial Park. 
Started SO years ago as a small meat, 
fish and poultry company, it has ex 
panded its operations and its range to 
the point where it now has world 
markets and a first-rate science and 
research centre in Winnipeg, receiv 
ing co-operation and assistance from 
ihe University of Manitoba and the 
National Research Council.

The Fort Carry complex was 
started in 1979. and the official open 

ing of the most recent part of the two- 
stage expansion program was held 
November 25. 1083. Opening cere- 
mony was conducted b. MaxRuben- 
stein, chairman of Export Packers 
board, and ton of the company's 
founder. Herry Rubenstein. The 
company is still a family-owned 
corporation.

While Export Packers is increas 
ingly active in research, its major line 
is still fresh and frozen meat, which 
accounts for 70 per cent.of its sales 
volume. Processed egg products are 
27 per cent of sales and the remain 
ing three per cent is in pharmaceutical 
products.

About 80 per cent of the pow 
dered eggs required by Ihe Canadian 
food processing industry comes from 
the Winnipeg plant, and in addition, 
a considerable percentage of _ the 
Japanese market for albumen is sup-' 
plied. Processed eggs accoum for

kttnitob* Butinnt
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about 10 per cent of total Canadian 
v(K production.

The expanded Winnipeg plant 
ukes delivery of esps from the

H-**" ilol'j tfi; MarKelini; Hoard, and 
f. ..imllf aMruniiinical quantities of 
ihc product. The egg cooler can hold 
J $ million eggs, the tempering room 
1.2 million eggs and the freezer one 
r.nllion kilogram* of frozen products.

After 24-30 hours in the temper- 
i:i6 room lo bring rggi lo 13 degrees 
Celsius — ideal for breaking — they 
arc moved to the production line 
"litre they arc candled, sanitized and 
V.-oken. Eight breaking machines are 
:i operation. Six of these can break 
t .1 million egg* each during an eight- 
'• our shift, and the other two have a 
<.!|>acity of 100,000 eggs a day.

Yolk* and whim are separated by
•: c breakers and piped lo storage
• i.iks. then pumped through fillers 
r!o refrigerated holding units. Egg 

''.ells arc removed twice daily lo a 
'. 'idfill tile. The breaking process is
• :bjecl lo constant Inspection and
•••gular periodic cleaning and sani-
•.ting of the machinery.

After mixing and adjusting of
•<••!" the yolks and whole egskjjc 
,-.i .J'iied and sent lo a pressurized
• "om for packaging and fret-zing 
r-n/rn products include soiled j oik. 
vised whole egg. plain whole egg or 
« gated yolfc. rfepemling on customer 
:< ^utrcmenls. A 1.8 kilogram scram- 
: '•/>) ei$ mix for institutional use is 
. Vo produced and frozen.

A variety of spray-dried egg 
, vJucti is produced then packed in 
; .<lyclhylcne-lined fibre • boxes. 
: -.toughout all these piocesses, rigid 

< litary rules for both machines and 
r<onnel are enforced, and products 

. -o carefully numbered as lo batch 

.. d carton lots.
lysozyme is derived from the

/'•'umcn o; egg while. The process
volvt bringing the albumen into
.otacl with resin which absorbs (lie

'. tozyme enzyme. When the ab-
•p'.ton process is complete, Ihc re-
••.ning egg while is sent bad: for 
'•ring or drying, and a chimical
•cess separates the enzyme .'-om

• Ksin which ha< absorl>ed it.
."" ' l.ysozyme then goes through
k^-frof processes and finally, in
:«! and blended form, is packed in

. c or 25 kilogram containers, read)
: nporl as soon as laboratory tests
.-.e approved il< quality. The pro-

Mnm'lolw BPW'O.-JJ

duclion of Ihr enzyme take* about : 
•four weeks.

The company's new two-storey 
science and technology unit has pilot- 
Kale iquipnienl which is, in «sv:nce. 
a reduced-size version of llic produc 
tion capacity in the plant. This per 
mits test runs of production tech 
niques, .is well as expanded research 
into the many enzymes and micro- 
proteins contained in eggs

A staff of 10 technicians and 
research scientists h already involved 
in seekihg further products which 
may be marketable in the pharma 
ceutical field.

"We are unlocking the secrets of 
the egg." said John H. Lee, president 
of Export packers. "We have brought 
llic egg-processing industry * long 
way from the rather primitive condi 
tions which prevailed a few decades 
ago.

"Much of the progress has been 
due to the faith and vision of the 
founder of the company who used 
revenues lo grow and develop. In ad 
dition, we have had great help and 
co-operation from various govern- 

-mcnl agencies including the Mani 
toba government and Ihc, federal 
DREE programs." -————-

Right combination

Indeed, he said, the financial in 
centives and a<sisUncc programs pro 
vided by both Manitoba and Ottawa 
made it possible for the company to 
create jobs and become involved in 
major export activities. M»r> tKan 
Si .5 million was provided by fovem-
men! «rants in Irtt expansionpTTny 
Winnipeg plant, and in addition,

Canadian Imperial Bank of Com-

merer, and several large investors 
such n pension funds.

"Why are we located here? Well, 
you may as well ask why we arc In 
Canada and not in Japan or In Ihr 
I '.S.." Lee said. "We found here Ihr 
right combination of raw material 
supply — Manitoba Is the province 
with the bJRf.est nut surplus m*

X'anada — people and economic 
climate. We are centrally located in 
the country, and we can count on * 
supply of materials.

Keith Clrgg, vice-president (in 
dustry) of the national Research 
Council paid tribute lo the energy, 
vision and willingness to move dis- 

. played by Bcport Packers.
He noted the very considerable 

aid received from his own organiza 
tion and from the University of 
Manitoba and Agriculture Canada in 
achieving the status the company 
now enjoys. He predicted thai "a 
great future will flow from what Ex 
port Packers and all those associated 
with it are learning...Such experience 
and knowledge will make us strong 
er, will help create more human 
livable cities, a more prosperous 
province and a great and generous 
country."

The research being done In Win 
nipeg has already produced Lyso 
zyme. said Dr. Sen Celda. Export 
Packers' director of science and 
technology, and thi< will expand the 
limits of knowledge in the field. Egg 
derivatives have^ahti-viral and 

jcytoloxic qualities. (He taller having 
been tiemomtrated in l.iboraiory le«ls 
as being toxic.lo certain canctr cells.

In addition, egf-bav-j products 
improve the digestibility of milk, and 
can be u<ed as replacements for 
nitrites as preservative in sausage, 
chicken and other meal products.

Export Packers supplies about 30 
per cent of the i\orld demand for 
Lysozyme. and is the big$?sl pro 
ducer of the substance. While most 
of ihc eggs used in the various pro 
cesses in the planl are from Manitoba 
egg producers, one or two lank- 
trucks of egg white are imported 
weekly from Iowa and Minnesota, 
and drums of egg while are brought 
in from British Columbia.

The Lysojyme production pro 
cess is a continuous one, which re 
quires round-lhe-clock operation, 
and equipment manufactured special 
ly for the purpose. M3

Minitobt Buiintu



H.R. 4695
To amend the Tariff Schedules of the United States to impose a duty on tubeless 

tire valves.

STATEMENT OF HON. JACK EDWARDS, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF ALABAMA

Mr. Chairman, I am pleased to testify in strong support of a bill I introduced, 
H.R. 4695, to amend the Tariff Schedules of the United States to impose a duty on 
tubeless tire valves.

The purpose of my bill is to provide relief to the domestic tubeless tire valve in 
dustry which is on the brink of collapse because of unfair foreign competition. The 
seven remaining tubeless tire valve manufacturers in the United States have been 
forced to lower their costs to such a degree that the industry is currently operating 
at a loss. Exports from West Germany, Japan, Taiwan, Romania, and Turkey are 
sold in the United States at a cost lower than our industry's manufacturing cost. 
The problem is persistent. It seems that each time our manufacturers lower their 
costs to compete with imports, the price of the imported product is further reduced.

My bill would attempt to ameliorate this problem by reclassifying tubeless tire 
valves under item 772.62 of the Tariff Schedules of the United States. This is the 
category for tires and tubes for tires. Presently, tubeless tire valves are classified 
under TSUS 692.32 for miscellaneous automobile parts, a broad assortment of arti 
cles. It is appropriate to categorize tubeless tire valves ulong with tires and tubes for 
tires. This reclassification would also entail an upward adjustment of the customs 
duty from 3.6 per cent ad valorem to 15 per cent ad valorem.

Mr. Chairman, I do not consider myself to be an advocate of protectionism. On the 
contrary, I believe strongly in free trade. I do not feel my bill, H.R. 4695, is in con 
flict with that philosophy.

I have worked for many years with my constituent, the Nylo-Flex Manufacturing 
Company, to resolve this problem through the proper channels. Unfortunately, our 
efforts have not been successful. The lack of success has been largely due to the 
company's strained financial condition and resulting inability to shoulder the ex 
pense of the thorough investigations required to produce hard evidence of dumping. 
Over the years, I became convinced that the activities of foreign exporters constitute 
unfair trade practices and that legislative action was necessary.

My bill does not seek to set quotas. It is, in my view, a fair proposal to place tube- 
less tire valves in the the proper TSUS classification and to raise the duty on these 
items. I believe H.R. 4695 merits your serious attention. Mr. Chairman, I urge early 
and favorable action on this legislation.

I appreciate having the opportunity to express my views.

STATEMENT OF HON. HOWELL HEFLIN, A U.S. SENATOR FROM THE STATE OF ALABAMA

SUMMARY
Tubeless tire valves are now classified under TSUS item 692.32, a general basket 

category for hundreds of articles related to automobiles but unrelated to articles or 
parts of tires. S. 1518 would remedy this error in classification by establishing a spe 
cific classification for tubeless tire valves under the TSUS item reserved for tires 
and tire parts.

Furthermore, while S. 1518 does not seek a quota or an exclusion from the U.S. 
market for imported tire valves, it does adjust the customs duty upward to 15 per 
cent ad valorem. The purpose of the increase is to restore fairness to market compe 
tition. Over a period of years, imports of tubeless tire valves have entered the 
United States at consistently lowering prices, despite rampant inflation worldwide. 
This has forced U.S. manufacturers of tire valves to either meet foreign competition 
or lose business.

(298)
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arilw in tiic UiiltSu otatesthat make 

less tire valves: Nylo-Flex Manufacturing Company of Mobile Alabama; Schrader 
Automotive Division of Scovill, Nashville, Tennessee; Eaton Corporation of Cleve 
land, Ohio; Bridgeport Brass of Bridgeport, Connecticut; Milton Industries of Chica 
go, Illinois; "31" Inc., of Ravenna, Ohio; and the Cupples Company of St. Louis, Mis 
souri. These seven companies are suffering continuing losses, despite heavy invest 
ment in plant modernization essential to meet foreign competition.

In 1982 Nylo-Flex filed before the International Trade Commission a petition for 
import relief under Section 201 of the Trade Act of 1974. The company did not have 
large enough resources to find actual proof of dumping. It is difficult for a small 
company to spend hundreds of thousands of dollars to scour foreign countries with 
detectives to obtain evidence of dumping or other unfair trade practices, particular 
ly when the company is experiencing a decline in revenues due to such dumping.

In order to save this industry, which is important to our country, I urge the Com 
mittee to act favorably on the bill in an expeditious manner.

STATEMENT

Mr. Chairman: Today I am offering written testimony on H.R. 4695, a bill to 
amend Tariff Schedules of the United States to impose a duty on tubeless tire 
valves.

Over a period of years, imports of tubeless tire valves have entered the United 
States at consistently lowering prices — despite rampant inflatin worldwide! This has 
forced U.S. manufacturers of tire valves to either meet foreign competition or lose 
business. There are only seven remaining companies in the United States that make 
tubeless tire valves. Nylp-Flex Manufacturing Company of Mobile, Alabama; 
Schrader Automotive Division of Scovill, Nashville, Tennessee; Eaton Corporation of 
Cleveland, Ohio; Bridgepart Brass of Bridgeport, Connecticut; Milton Industries of 
Chicago, Illinois; "31" Inc., of Ravenna, Ohio; and the Cupples Company ?f St. Louis, 
Missouri.

My bill seeks to keep these companies in business and assure them that imports 
will not unfairly take their markets away. Today, these U.S. companies can only 
experience losses by having chosen to stay in business to meet foreign competition, 
rather than to give up and to leave the United States without a tubeless tire valve 
industry.

It may not seem necessary that the United States have a tubeless tire valve indus 
try, but I hasten to point out that tires and replacement tires all need tubeless tire 
valves. In case of a national emergency or ever war, this could become a critical 
issue and issue of national security. I do not want to become overly dramatic on this 
subject, but I do suggest that it is important that small industries such as the tube- 
less tire valve industry be protected in the United State? from creeping unfair trade 
practices which threaten the very heart of our industrial base and even our national 
security.

Foreign countries have established unreasonably low tubeless tire valve prices in 
the U.S. market. This has been accomplished by actual sales and "tricky quota 
tions given on a daily basis. Companies in various countries which I will mention 
later have established the overall low pricing in our domestic market. Large volume 
purchasers in the U.S. market obtain consistently "low price" quotations from for 
eign manufacturers of tubeless tire valves and then leave the U.S. industry with an 
"either-or proposition". Either they accept the foreign, competition's low price or 
lose the business! If the U.S. company manufacturing tubeless tire valves wants to 
stay in business, it will either meet the foreign price or all of the future U.S tube- 
less tire valve purchases will be from foreign sources. At the present time, these 
seven U.S companies are holding on for dear life, but how much longer this can go 
on is a good question. My bill tries to address, in a fair manner, this situtation. My 
bill does not attempt to got a quota or to keep out foreign tubeless tire valves from 
our market. It merely seeks to put things on a "fair trade" basis by raising the duty 
to create a more realistic pricing practice and to protect an endangered U.S. indus 
try.

One of the companies producing tubeless tire valves is my constituent, the Nylo 
Flex Manufacturing Company, of Mobile, Nylo-Flex is typical of a small business in 
the United States. It is a company that is hard working and has tried to be a good 
citizen of Alabama and the U.S. In fact, Nylo-Flex has not sat on old equipment and 
manufactured it product in an antiquated manner over the past few years. Despite 
competition— from abroad as well as in the U.S. — Nylo-Flex nas constantly ungrad 
ed its machinery and invoked the most modern techniques in producing tubeless 
tire valves. While Nylo-Flex can meet U.S. competition, it cannot meet foreign com-
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petition at consistently lowering prices—prices which cannot, technically under ex- 
isting law, be legally proven as having been "dumped."

Nylo-Flex recently Drought an action before the International Trade Commission, 
but did not have large enough resources to find actual proof of dumping. It is diffi 
cult for a small company to spend hundreds of thousands of dollars to scour foreign 
countries with detectives to obtain evidence of dumping or other unfair trade prac 
tices. However, in a recent unsuccessful ITC action, the International Trade Com 
mission did state in September of last year thefollowing:

"The financial data for U.S. producer of TTVs shows a steady decline for the 
entire period of this investigation. Operating income dropped from a profit of $1.4 
million in 1977 to a loss of $.7 million in 1981."

"Operating income as a percent of net sales dropped from 7.1 percent in 1977 to a 
loss of 3.3 percent in 1981. The 1982 data show a further deterioration."

"The five firms aggregate tubeless-tire valve operation was profitable in each of 
the years during the 1977-79 period and unprofitable in each of the other reporting 
periods. Operating profit, however, declined substantially during 1977-79, ranging 
from $1.4 million, or 7.1 percent, of net sales in 1977, down to $382,000, or 1.8 per 
cent, of net sales in 1979. The five firms sustained aggregate operating losses of 
$311,000 (1.8 percent of net sales), in 1980 and 1981. The five firms reported an ag 
gregate operating loss of $733,000, or 11.1 percent of net sales during January-April 
1982, compared to an operating loss at $79,000 or 1.3 percent of net sales during the 
corresponding period of 1981. In 1980 and 1981, four of the five firms, reported 
losses on their tubeless tire valve operation and during January-April 1982, all five 
firms reported losses."

"Cash flow generated from U.S. producers' tubeless-tire-valve operations declined 
yearly during 1977-81, from $1.7 million in 1977 to $59,000 in 1981 (table 18). The 
five firms reported a negative cash flow of $495,000 for January-April 1982, com 
pared with a positive cash flow of $146,000 for the corresponding period of 1981."

Despite large losses, the domestic industry has decided to try to meet importer- 
rigged prices. In so doing, it has made a commitment to modernize plants and make 
them more efficient. A great deal of borrowed capital has been spent with the intent 
of meeting these foreign prices. The ITC ruling, in fact, stated the following:

"Investment in productive facilities.—Five firms supplied data relative to their in 
vestment in productive facilities used in the manufacture of tubeless-tire-valves 
during 1977-81. The five firms' investment in such facilities, valued at cost, in 
creased by $998,000 during 1977-81. The book value and the replacement value of 
such assets increased $497,000 and $2.9 million, respectively, during 1977-81 (table 
22)."

TABLE 22.-INVESTMENT IN PRODUCTIVE FACILITIES BY 5 U.S. PRODUCERS OF TUBELESS-TIRE 
VALVES, AS OF THE END OF THE ACCOUNTING YEARS 1977-81

Item 1977' 1978 1979 1980 1981

Original cost................ .... ... ...... ..... . .... ... ...... ... ...
Book value................. ................................................ . ..
Replacement........ ............................ . .. .. ....... . . ... .
Ratio of operating profit or (loss) to (percent): 

Net sales......... ......................................... ....
Original cost..... .. ............... ....... .......................... ....
Book value......... ........................ . .. .... . ........ .......
Replacement value.... .. .. . .... . .. ... . .. .. ... ... .. .....

............ $11,852
. . .. ... $7,351

.. ... $21.636

............ 7.1

............... 11.4

............ 18.4

........... 6.2

$11,806
$7,722

$21,710

6.1
10.5
160
5.7

$12,022
$8,926

$21.145

1.8
3.2
4.3
1.8

$12,873
$9,2J4

$24,945

(1.8)
(2.4)
(3.4)
(1.2)

$12,850
$7,848

$24.572

H3)

tit 7^(O.I) ^

There are six types of tube.'ess tire valves involved in this market; the 413, 414, 
415, 418, 423 and 425 are identifying trade numbers for these valves depending on 
length and circumference. Briefly, the 413 is l l/2 inches long while the 418 is one 
inch longer. Currently Nylo-Flex is selling the 413 at between 12 Vz cents to 13 cents 
each. A year ago, when the International Trade Commission investigated this case, 
Nylo-Flex's price was 15 cents per valve. The imported price has dropped to below 
Nylo-Flex's price, which is consistent with past import pricing practices of an unfair 
nature, to now be between 11 cents to 12 cents per valve. Flex's current cost of these 
valves, because of modernization and efficiency techniques, is sadly 14.2 cent per 
valve. The 418 valve sold a year ago for 16 cents each, but now Bylo-Flex sells these 
valves at between 14.2 cents and 14.5 cents a piece. The import valves of course, of 
this same size, has now dropped to 12 V* cents to 13 cents, again undercutting the
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Nylo-Flex and other U.S. manufacturers' prices. Nylo-Flex's cost for the 418 valve is 

• 15 S-reals •pgi"vttiv5. vx>7fiparapie~price disparities occur as well for the other four 
va ve sizes. It is a "no-win" situation with the U.S. industry hanging on for dear 
li'., hoping that in some manner the U.S. Government will insure that only fair 
hade takes place. We do not w-.<.t ill-advised protectionism—only fair trade!

It is simply not fair that a U.S. company or industry is forced to sell its products 
at a loss simply because foreign competition can always undercut it—price wise—on 
a daily basis. West Germany is by far the largest exporter of these valves to the 
U.S. market and the biggest culprit in this unfair pricing policy that I have spelled 
out today. Other countries such as Japan, Taiwan, Romania, and Turkey are getting 
in on the act.

My bill, as stated, does not seek a quota or an exclusion from the U.S. market for 
imported tire valves. It merely adjusts the customs duty upward to 15 percent Ad 
Valorem (Column 1 Rate) to make the competition more fair. Furthermore, my bill 
provides a specific classification for tubeless tire valves under the Tariff Schedules 
of the United States where it belongs—under parts for tires! Currently these valves 
are classified under the TSUS under item 692.32 as other parts of automobiles with 
a low 3.6 percent Ad Valorem rate of duty. Item 692.32 is not a proper place in the 
Tariff Schedules for these imports as it is a catch-all basket provision for hundreds 
of articles, none of which are articles or parts of tires!

In order to save this U.S. industry, which is important to our country today and 
maybe absolutely essential in time of an emergency. I ask the U.S. Senate to move 
very expeditiously on this bill.

STATEMENT OF GUNTER VON CONRAD, COUNSEL, EH A VENTILFABRJK*

INTRODUCTION

This Statement is submitted by counsel on behalf of EHA Ventilfabrik, Wilhelm 
Fritz KG, Postfach 1261, 6052 Muehlheim (Main), West Germany (EHA), pursuant 
to the notice published by the Subcommittee on Trade of the Committee on Ways & 
Means under date of March 12, 1984 (Subcommittee on Trade No. 29).' EHA re 
spectfully opposes enactment of H.R. 4695, a bill to increase the duties on tubeless 
tire valves.

THE PRODUCT AND ITS MARKET

Tubeless tire valves (TTVs) are divided into two broad product categories, "snap- 
in" valves and "clamp-in" valves.

A snap-in TTV consists of a cylindrical brass tube into which is inserted a needle 
valve core designed (a) to permit the free flow of air when properly parts.depressed, 
and (b) to prevent the escape of such air when returned to its original inert position. 
The entire structure is encased in welded rubber with a large bulbous knob at one 
end, the opposite end of the brass tube being exposed and machined to accommodate 
a screw-on plastic or metal cap; the purpose of the large flange or knob at one end is 
to ensure a sufficiently secure positioning so that the valve upon insertion into the 
tire rim will be capable of withstanding the necessary air pressure forces without 
"blowing out."

By contrast, clamp-in TTVs are comprised of two independent components which 
are joined to one another after placement in a motor vehicl, such that the entire 
valve is "clamped" in place by a screw-on action. Valves of this type are generally 
required for heavy truck and equipment purposes, whereas the snap-in variety, de 
scribed above, are used only in passenger vehicles and light truck applications.

For import identification purposes, tubeless tire valves are included in item 692.32 
of the Tariff Schedules of the United States (TSUS), a residual "basket" category 
encompassing several types of motor-vehicle parts, and are dutiable at the following 
ad valorem rates applicable under the duty rate schedules which resulted from the

•Prepared for EHA Ventilfabrik, Wilhelm Frivz KG of Muehlheim (Main), West Germany, by 
Barnes, Richardson & Colburn, Washington, D.C. 20006 and New York City 10016, a registered 
foreign agent under the Foreign Agents Registration Act. This Statement and the Registration 
Statement of Barnes, Richardson & Colburn are on file with and may be inspected at the U.S. 
Department of Justice, Washington, D.C Registration under the Act does not indicate endorse 
ment by the U.S. Government.

1 Appropriate registrations of counsel are on file with the Clerks of the House and Senate 
under the Lobbying Act, and with the Department of Justice under the Foreign Agents Regis 
tration Act of 1938, as amended.
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Multilateral Trade Negotiations pursuant to the Trade Act of 1974 (P.L. 93-618, 19 
^SC^^im^nii-i^ged^Rder^h^TTadg^g;^^..^^^ Art of i3Tfrtf^£rS6^o9, 18 
USC § 2501):

(In pwcwitj

TSUSitem 1980 1981 1982 1983 1984 1985 1986
1987 
mi 

tbere- 
afler

Chassis, bodies, (including cabs); and parts of 
the foregoing motor vehicles:

Other:
692.24 Cast-iron (except malleable cast-iron) 

parts, not alloyed and not ad 
vanced beyond cleaning, and ma 
chined only for the removal of fins, 
gates, sprues, and risers or to 
permit location in finishing machin 
ery. 

Other:
692.29 Automobile truck tractors if imported 

without their trailer
692.31 If Canadian article (st. '•sadnote 2 of 

this subpart). 
Gasoline fueled..............................
Other.............................................

692.32 Other.............................................................. 3.9 3.8 37 3.6 3.4 33 3.2 '

Other

1 All rates are ad valorem Excerpted from "Summary of Trade and Tariff information, Certain M.>or Vehicle Parts." USITC Pub No 841 (Aug. 
1982).

Tubeless tire valves are manufactured and assembled by seven establishments in 
the United States, and are imported from several countries including, at present, 
West Germany, Italy, Turkey, Japan and Romania. 2 The principal foreign supplier 
in EHA Ventilfabrik of West Germany, whose annual imports have accounted for 
approximately 11 million units, representing about 7 percent of U.S. domestic con 
sumption.

The U.S. market for tubeless tire valve products consists of automobile manufac 
turers (original equipment manufacturers = "OEM market") and wholesalers, dis 
tributors, jobbers, and retailers (the "aftermarket"). While American manufacturers 
sell to both the OEM market and the aftermarket, EHA's participation in the 
United States has been, and continues to be, limited to the aftermarket.

IMPORT INVESTIGATIONS REGARDING TTVS

During the past two decades some seven separate investigations have been under 
taken to analyze imports of tubeless tire valves. In each instance, Nylo-Flex Co. of 
Mobile, Alabama, one of the smaller U.S. manufacturers, was the petitioning party. 
The first two charges against imports were dismissed by the U.S. Customs Bureau 
with records, if any, buried in the archives. There followed five cases of record since 
1966.

An investigation was instituted in 1966 under the Antidumping Act of 1921 
against TTVs from Germany but was discontinued in 1967. 3 EHA committed itself 
to continue to pursue fair value pricing policies, a practice it has always followed, 
and practice EHA scrupulously kept.

A further antidumping investigation, for which records are available, was filed 
against imports from Italy in 1967 and ended in 1968 with a determination of sales 
at not less than fair value.4

2 Source, USITC Staff Report; "Tubeless Tire Valves," Report to the President on Inv. No. TA- 
201-46, USITC Pub. 1286 (Sept. 1982). 

s 32 Fed. Rpg. 7293, May 16,1SS7. 
4 33 Fed. Reg. 3652, Mar. 7,1968.
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JThenext antidumping c^jiivolvedjrTysfrorn Canada. This investigation result- 
'cd-ii. a ucvci umiakum ui MU injury uy| the U.S. Tariit commission.

An additional antidumping investigation was triggered by a Nylo-Flex complaint 
against EHA in 1981. Again, Nylo-Flex' allegations were disproved by the Depart 
ment of Commerce in both its preliminary and final determination of no sales at 
less than fair value.5

The most recent investigation of TTVs followed six months after the conclusion of 
the 1981 dumping case against EHA and was brought as an "escape clause" investi 
gation under Section 201 of the Trade Act of 1974, based upon a petition again filedXT i Tii T V— «-'- --«*.«• .-ww v. **.. * f fer*wx>*« Mf\/t« a p^biviuii ogam iiiuu

>y Nylo-Flex. In large measure, the allegations focused on imports from the princi 
pal supplier, EHA of West Germany. 8 This investigation resulted in a determination 
by the U.S. International Trade Commission that tubeless tire valves are not being 
imported into the United States in such increased quantities as to be a substantial 
cause of serious injury.

In summary, the allegations of Nylo-Flex that imports, especially those of EHA, 
were unfairly priced, unfairly competed, or injured the United States industry were 
consistently rejected by the appropriate U.S. Government agencies who investigated 
these charges. These allegations of Nylo-Flex, which were proven groundless in each 
instance, have resulted in substantial costs and detriment to EHA, to the extent 
that the use of U.S. import relief statutes by Nylo-Flex must be considered an 
abuse, especially in light of the circumstance that investigations can be and have 
been initiated at little or no expense to Nylo-Flex while entailing substantial neces 
sary costs for defense on the part of EHA. The introduction of the present legisla 
tive proposal, H.R. 4695, must therefore be considered a continuation of the at 
tempts to harass imports, especially those of EHA. As every investigative record 
demonstrates, there is no economic or legal justification for the imposition of in 
creased tariffs on TTVs. H.R. 4695 Should Not be Enacted.

As was developed in the most recent U.S. International Trade Commission investi 
gation in the context of the "escape clause", 7 Nylo-Flex, the protagonist of past 
unfair import allegations, has been most severely affected by the fact that the large 
domestic producers of OEM-market valves ]have entered the "aftermarket" which 
ESS1 i a?ZK&' This 8hift bv the tergest producers occurred at a time when 
UfcM sales fell off due to the decline in U.S. automobile production which accompa 
nied the latest recession. Moreover, EHA prices have consistently been found to be 
fair, and many U.S. purchasers of valves have indicated that they purchase EHA's 
tubeless tire valves because of the recognized high quality of EHA's product and

S£ own d?sire to develop multiple sources of supply, a prudent business choice.
The duty increase proposed by H.R. 4695 would raise the currently effective 3.4 

percent ad valorem rate by more than 300 percent, to 15 percent ad valorem. In 
terms of the final rates negotiated under the "Tokyo Round*7 and scheduled to take 
effect in 1987 and remain intact thereafter, the proposed 15 percent rate would con 
stitute a near quintupling of duties. Such a change in tariff treatment will have a 
chilling effect upon purchasers who rely on quality tubeless tire valves produced in 
West Germany as an alternate source of supply and would act as an effective em 
bargo of tire valves exported from Germany to the U.S. market.

Such a result would be contrary to every principle of trade policy which has been 
announced by the Congress and the U.S. Government under the Trade Act of 1974, 
the Trade Agreements Act of 1979, and which has served as the basis for Multilater 
al Trade Negotiations. America's trading partners would have instant rights to pro 
test the proposed duty increase before the General Agreement on Tariffs and Trade; 
they could and undoubtedly would demand compensation, or would be entitled to 
take retaliatory action. At a time when the United States is going forward with 
much-needed programs for trade and export expansion, duty increase actions which 
have been proven unnecessary, such as this one, and the negative results they en 
gender, are not in the best interest of the United States or of its industries.

While the TTV industry—in the universe of all manufacturers and commodities 
in international trade—is relatively modest in size, the proposed action would serve 
as evidence to West Germany, and to the world, that the commitments entered 
upon by the United States during trade negotiations amount to something less than 
an assurance of future treatment and, worse, such action would serve to undermine 
the entire international trade position of the United States. The proffered legisla 
tion would invite particularly bitter reaction in light of the fact that there is demon 
strable ontne-record proof, in the most recent import investigation triggered by

6 46 Fed. Reg. 58133, Nov. 30,1981.
• Tubeless Tire Valves, TA-201-46, at A-9 (Sept. 1982).
7 "Tubeless Tire Valves," TA-201-46, USITC Pub. 1286 (Sept. 1982).



304 

Nylo-Flex, that there is no justification for .anti-import measures under the "escape
/.Innon" nF *Kn

H.R. 4695 WOULD HAVE ONLY DETRIMENTAL EFFECTS

H.R. 4695 proposes to provide a special "break-out" for tubeless tire valves from 
the "basket" category of automobile parts in which TTVs are now classified. Such a 
break-out would entail a substantial administrative burden on various departments 
w ..he United States Government and on industry insofar as it will require the 
review, compilation, and reporting of commercial and international trade docu 
ments, invoices, and statistics. On the other hand, while the impact of the proposed 
duty rate would be significant for importers, effectively embargoing most TTV im 
ports from industrial nations such as Germany, the revenue effects would be negli 
gible, or possibly negative, if importations decline substantially or cease. Moreover, 
the effect on American consumers, particularly those in the aftermarket, that is, 
individual automobile owners and their repairmen, would be to increase the costs or 
to impair the availability of competitive quality tubeless tire valves.

The United States industry, expecially the manufacturers who sell to both the 
OEM market and the aftermarket, controls an overwhelming portion (90 percent) of 
the U.S. market. With such market dominance, it is difficult ot accept the proposi 
tion that the U.S. TTV industry is about to relinquish its position or disappear from 
the market. It is known that some companies have made substantial capital invest 
ments in TTV production and are effective competitors in both the American 
market and, through their foreign subsidiaries including affiliates in England and 
Germany, in international markets.

SUMMARY
There is no economic, legal, or policy basis which justifies an increase in duties on 

tubeless tire valves to 15 percent ad valorem, or an abrogation of international com 
mitments made by the United States during trade negotiations in which the U.S. 
made binding commitments for duty reductions, and received quid-pro-quo interna 
tional trade concessions.

For the foregoing reasons, H.R. 4695 should not be enacted. It is respectfully 
urged that the Subcommittee on Trade of the Committee on Ways & Means report 
unfavorably on this proposal to the full Committee on Ways & Means.

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES, 

Washington, DC., March 30, 1984.
To: Mr. John J. Salmon.
From: Representative Jack Edwards.

This material is submitted in behalf of: Mr. Howard Hochman, President, Nylo- 
Flex Manufacturing Co., Inc., P.O. Box 9913, Mobile, AL 36691.

Mr. Hochman desires that this material be included in the hearing record as his 
testimony in support of H.R. 4695 a bill to amend the Tariff Schedules of the United 
States to impose a duty on tubeless tire valves.

I would appreciate your consideration of his statement in support of my bill.
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npTia^xiTr^

Mr. SCHERIJB.- No questions^ Mr. Chairman. •
Mr. NATTOAN. It was a privilege to appear before your "committee.

- Mr. DENT. A privilege to have you. You are with the Georgia 
MarbleCo*
, -Mr. NAUMAN. Yes, sir. . 
. .Mr. DENT. I think your guiding light down 'there is my namesake.

MT.NAXTMAN. Also happens to be Mr. .John Dent.
Mr. DENT. John Dent, no relative whatsoever. . ,\. ..'.....
Mr. NATHAN. John W. Since you have mentioned thatj I might take 

1 second to tell you, I don't know whether you have heard this, that 
Jchn was in Pittsburgh one day, and he had a call, he registered at 
the hotel, John "Vf. Dent, he^had a call from an AP reporter, and it
•was in regard to some legislation that you had spoken about, and he 
wanted to confirm what you had said, and he insisted that our John 
Dent was you.-;...) ,,r '.,.',..,{....,-;,'... .:'<..•'."•' ' '• •. •'• • ••,:•< 
„,. Mr. DENT.! He should .have civeh; them confirmation. ; He -would 
probably h'ave.iione' better than I did. ., ,.. .,..„ .,-,.•. . v .. .. -n : •*>'.':.'..' .-.i ;T 

' Mr. NAincAN.'He kept calling 'back' and calling back. John has 
talked about that many times. La fact, he wants to come and meeti • • . W « »•.••*<* .

••'::••, ••••..'• 'i-i.-l.-.i. 1 • I-' ": •«'!••" •«•'«•: ::-.' -. •:. •".: •
T. Thank you again, , ...,, , ,..-., . . : .. , : : . /- .^-. . r 

...Mr. HAGEBICH., ;Thank you. ., ,,i .. ..'. " •:".. '. ',;:"Vt: | «*•//}.-'••• 
'." Mr. DENT. .The next witness is Howard jS. Hochman, vice president 

<>f the Kylo-Flex Manufacturing Co.r Mobile, Ala. , •'..,: '•'•,.'.• , ; i.. -..
- ',, , ',,„ .': ;' J ,,. ., . , : .: •'::,.' "'' '. STATEMENT . OF HOWARB s.' HOCHMAH, VICE 

.•;•< • •: '.::•» v':r. NYLO-FIEX MAFDTACTUiaNG CO. .. .-. 1 ' •_• ....
1 ! iV;".^i- ••••' v":ti/.'rj!ii T-''{-fi ..U'i'-y.-}-' :v •''•'."•''-.-'"••'' v' '-•.•«.'•• ii ., • Mr. HpcHitAN. .(gentlemen, thank you fpr mntmg me. I am. a small
manufacturer oif tire valves/y^ve^hardwarei'and tire repair materials!. 
My industry'.' is rather complex j as ,'f.ar. as ^dumping"^ is, .concerned,. 
The three'largest jnanufacturers', of , valves in. the United States are 
(1) Schrader, a ] division of^Scoville Brass Co.", who owns pl&nts in 
England, France, Canada)' and Mexico and, according to authoritative 
sources in'Europie. controls EHA'of Germany; '(?) .Dillt a' division of 
Eaton, Tale l & Town Manufacturing Co., who also "owns Allegro 
of Germany, and (3) Bridgeport Brass Co., a' division of National 
Distillers, who owns Bridgeport of Ireland! and Zeait of Bergmo, Italy. ' . ''••'.'

EHA,' Allegro, and Zenit are the major foreign manufacturers 
who are dumping tire valves into the United States.

I would like to disgress from my written statement, gentlemen, 
and say that I made a dumping complaint last year Tbef ore the Cus 
toms and Appraisals, which is now in Treasury. ' , . •

Mr. DENT. Good luck toyou. You will need it. . ~ " '.
Mr. HOCHMAX. I will get into that. Though the foreign valves 

probably do. not account for more than 10 to 15 percent of the total 
valves sold in the United States, this includes OEM, tire, and auto 
mobile manufacturers, the effect of their pricing controls the pricing 
of domestic valves.

This has made American prices fall from over 18 cents in 1963 to 9 
cents in 1967. ATI the while wage rates have gone up 30 to 40 percent 
and raw brass, our basic material, has gone up 33% percent
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.^ _^_
labor somewhat, but this docs not affect our overhead, tuxes, and so 
forth. We are currently1 selling at a loss or just breaking oven to keep 
our customers from buying the'imporls. ' "" ." 

You see, gentlemen, it does not make any difference if we* arc 10 
percent or 100 percent or is far as that goes, a thousand percent, higher 
than the imports, because'bur customers will only buy American goods 
if they are .no more than' 5 percent higher than the imports. Above this'theyWoytbuy.''' 1/ 1111 ' 1 ''''?711;' 1 '' 1 '. '.""•••• :""' • '' ' '' "• 
]' : GentiemfehJ wd'.are as efficient' now;* in most respects, as any of our 
Amerifckn '6r European competition.' If Vre go to jnoro and more autd* 
mation'm'brjder TO compete with the foreign companies, eventually 'we 
can' hop*i'for',a'tOtal ;reauction'-iri price of about By* mills, but at a cost 
of reducing 'our 'empl6yetes 'by 25 percent.1 ' What -does this do for 'the 
American unskilled worker^ where does he gol.On.welfare? : '/' '.' : ' u 
"''And incidentally 'we have had-to let about 10 employees gp{ "pho are 
now collecting unemployment compensation,' and 'who wilf'ev;enttLall$f ''^"11 -' 1-" 1 '" ' : "" ••'• '' ' ' ' : - •"' •' ' •'''• >•', . ,
"•'Thd big question here; of course, is; Why can't we compete with for' 
eign imports f The Europeans are not smarter than we are, but they 
have again many advantages. One is a rebate of 8 to 14 percent in their 
turnover tax. Because Europeans do not voluntarily report their! jn- 
come for tax'purpoees, Jilce Americans, the German and Italian' Gov 
ernments have levied a tax on merchandise produced in their countries', 
which.. ia. equivalent, to our corporation, and income J^ces. . . v .

This .incidentally 'is the only way the government, can control the 
.amount of revenue the;r get* because in Europe, as in many other coun 
tries, most people falsify records about their income, they have different 
banksj Swiss banks',' arid 'it'is easy to' jump 'over1 the border. esi)ecially 
in'Enrop^ej'to' ii'Swiss it»nk and deposit your money, and, thereby, not 
pay1 any; taxes. The above tax,' levied on merchandise produced, is, rev 
funded' when a 'foreign company exports its merchandise. ""' / "",' 

1 Incidentally. I wrota'a letter, I behe've I might have sent. you a' copy!, 
iwlunv.I .came back from my trip to Europe with this informaton, 
facetiously asking 'for rebate, on mV corporate taxes,. so I can compe'te ' 1 " -' ' ; " 11 : ^ 11 ' ' " ! ' - I '"

, JL jjctro uuv ucct^u jki uiii viicuii YOV» , ... ,'*.'• V
'"'In view of'tbjs rebate, it is therefore really quite simple to'see ho>jr 
the Europeans, especially. Germany and. Italy, can. dump tubeless 
ValVes'ih'to' j the United jSTtates. 'With their' subsidies, .rebates, and ,so 
forth.by reducing thdir' prices''only 5 to 10 percent they.can .undersellTisby^rcent^^ 11'- 11^1''.-'' '•''' " |I|FV ,' " ' " ''illl> "" , 
•••''qn'^'lO/iMp^^a'l'e^er ,tp"the'department cf &mn^rW 
asking them now I couI4"c6mpeixi with' the foreign iraporters!'wheiitliovKntro. .•JiM'wfTnv/ ;•'• { .i'n/!•• •••;.?."•' - T*.i /:•• r.'jl'... •
H1DJ 111»TO. ^ . . ,.., • . •. . • ' ., I 1, 71 . T/

' 'Iv' !Much'lb^weif'waffes'than.the United States *" ' " * ,,' ,ini -roi ?.;. 1 ' { '2.»Subs1dies'frbmth<eitiMVe'riTOentlJ( ' 1 '" u , i",',' 1 ""." I 1 ,". 1 ' 8 ' 1 ," 1 !
•*3.VAldy#:fre}gh^^ '"" ."« Ww *"i l > f
- ^'TSigW rinoV'Bhaklf'percent'au'^ 1 on 1 their 1 producte''into'.'tnii country ," '' '' :1 '"'" iol J ***
" 'Since.'iri'>lidr.aU^atJve'^er^nere'''iS nothing 'in.our'faVcJr ?foPex-•"'•' ™ '"- -W '»
«

^ir^iA^w^T^T1"'^^^^17'^' 11 ' 1 ' • i '' ! - 1 •"" > ••" ij<id v/<s-
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-IL,——————JE/Liyck of Government________ __ __ ,
3. Higher freight rules from America to foreign countries on thn 

same commodity, on the same ship. lu other words from Hamburg in 
Mobile, suppose freight, on an item cost a dollar; if 1 turned around 
and shipped this back lo Hamburg, it would c.ost mo aln>ul $l.-lii. Tins 
is not necessarily on a foreign vessel. It can bo an American ship or it 
can be a foreign ship. It. makes no difference; and 
""'4. Ail impossible tariff situation.

While, foreign countries are enjoying an 8Vfc percent dulv on their 
goods being shipped into the United Slates, below you will sow ulmt 
they are charging us on products we try to ship into their countries: 

Argentina: approximately 150to200percent. "—
•'•'• Austria: tire valves, 18 percent; patches, 28 percent; both plus

Sty percent ad valorem equalization tax rate. 
•' Brazil :100 percent on both valves and patches. 

r'"' Englandf Valves and patches, 20 percent, plus lf> percent tempo- 
'• -''i rary import'charge.'' ' 
,'•'!' Finland:-'patches, 13'percent per kilo; tube valves, free; tiro
••'' -valves, 15 percent per'kilo.
•' ! 'J''Germany":-'patches, 13 percent duty, plus 6 percent turnover tax;

valves,'7*7 percent duty, plus 0 percent turnover tax. 
'J 1; 'Norway^ patches,'20 percent, Did not reply on valves. 
I' 1 -'France:' patches and valves, between 18 and 22 percent. - % ' •
• ;l Netherlands':'patches, 20.1 perc"»t, plus 8 percent turnover lax; 

valves, 10.1 percent, plus 5 percent turnover lax.
•'" Belgium: valves, 10.1 percent, phis 0 percent turnover lax;
•'f \ patches,1 16.9percent, to 17.6 percenr^plus 0 percent turnover tux. 
i! ' .Honduras! valves and patches, $0.0(5 per kilo, plus 8 percent•''."'• consular duty,'•'' ' '" •

Japan,: patches, 15 percent; valves, 30 percent. "> #" 
'' Italy: patches, 18 percent; valves, 10 percent, plus r»0 pem-nt 

. administrative fee; 4 percent general entry lee; 3.0 percent 
equalization .fee.) ;:

•' Now this is why I ! spent 3 weeks in Europe in Febnuny. You si-e, 
the Europeans enjoy'something that we do not have. According to ilu» 
Federal Trade Commission, I cannot discuss prices with my competi 
tors, if ISvant to'stay out of Leavenworth. But in Germany, or in the 
EEC Common Market, with their cartels, they /ret. together and they 
say, "you take this large customer, you take this one, you take that 
one, we' \vill maintain'tnis price.".

Mr. DENT. That is the, Common Market.
Mr. HooiiMA^'Thatis right. My particular item is a tuneless valve 

that goes : in '•your' 'Wheel.'' The main countries'producing these are 
Germany and'Italy; so in"the Common Market, they keep everything 
clean. . .....

• There'.'is no'dumping,'the duties are so very small. Incidonially, 
within l.year,'according1: to three people, one in Brussels. OHO in 
C61ogne,''and"one in1 'Munich, the duties will be removed from I he 
produots'of aH'members of the Common Market, but will remain flip 
same'or go'up'on Ameridan'products.
•''They_have made their profitVm the manufacture and Mm distributing 
in'theEEC'countries.'But they need more volume to keep their plants efficient' 1 •'"''•''' -••"..••!'.:.•' . . • .
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"\Vhether ifc is tho United States or it is the FI'A countries, which 
I visited ivll through Scandinavia, they chmp. Germany and Italy 
are known for dumping anything they cnn get their hand* on, in order 
to get the rebates oack from their government, especially now that 
they are in a recession, and they .have got to boost their economy. 
••In other words, if I established a factory in Argentina, I could ex 

port to the United States for 8Vfc percent, but if I want to export to, 
Argentina, it is 150 to 200 percent, and as you go down the line, you see 
whafc we have,- i •••..".'.>". • •• ...; ....

Germany;is 13 percent, Italy, which is t, manufacturer of valves, has 
16 percwitj- pluB«5C .percent1 administrative feoo. They hare a-lot of 
clerkii it seems, . ,,. f i;-.i •• • .--i-j " : ; .;.,- ' 
, Mr. Di**rr,-Then they .have 4 pereant general «ntry fee, and 8.6 
equalization fee. • . • • • i-. -,•• i •/•••• • • :'••

I$rs HOCDKAN. That is right So you jusi can'f. attempt? t# export 
s^Mr* Ih!KT.i I;don't want to disturb you over your1 f iiture prospects, 

''out it may interest you to know that the CommorvMarkebhas prepared 
a time bomb to $o oil-righb 'after—this is for the record, and'thg first 
time it will be said publicly—but a time bomb on thig trade business to 
g$ off within,» very.short time period after.the Kennedy round -is ovejf, 
if they concede and .go-along on tho across-the-bosrd tariff reductions.

It is knom-afl/ftn. added-value tax, -This added-v&lue taxy-mli be all 
internal tax- over^which w« have no conUo}, nor. does GuVTJP. But it will 
be upon/the differentiation! of the cost oi'maawfacturing and, tlte*sell- ini •' - 1 ' " '

moots between.tne cpuntsiegitiint thay 
to • American > imposts comingi.in, afteri 
more than make up the differentiation ori ths tariff ,n&due&ioft^ if they
give US One S& all. .j.i..- (-'-i.» i •: -.•<• - : lfn-"n; e"l'.'•..'; !;'.,• ; !••:•!»!.
-.So the-whole Kennedy,ruwd will ©id tsp^m-th'e biggest forcaithat 

has ever been:pulled inteniadonnliyinths'history.c?fitHeworld. i •
Mr. HOCHMAN. Bei'ore he did;, I had about three jneethsgs^ith the 

Christian Herter committee, and I have been fighting this thing,for 1 
year,andaswegotlironghherc,Iwill,6zplauithat. < ,j|. ,• .(ii^-'n-uh'F oiit ( 
. One thing, I fJio want to digress. •......, ( ,„./ ..„.'',. t r ; ,:.,.yr <u. s .',«v../-[
. Mr. DisrT. "Xou are etill an^iTi^rican in«ivufactm !s?r.?i'ithbufcff9reigi>! 

soufces of production?.-, ••' '.>.••.-,'••, 't •';! • .T.'U," • ..,y'.-.-^ '\':l'.-l
•Mr. HOCHKAK, Unfortunately, I aia &small busine^-man^and I jtiet 

have not got the capital to go overseas. Although nti we get into this, £> 
will show you how I might 06 able to do it.., . ••» ; v, v ..v.

Mr* BENT. In othar words, you are telling this committee of Congress 
tJiafc you'»r« trymg to work out florae manner in •which you can fchiffe 
your production out of this country into another country in order to. 
survive in iibe business. ,. >.,

Mr, KOOIIKAK. I am being facetious. No. I think as we get into .this, 
1 wll explain, No, I am not moving, but I will show you what has hap-, 
paned, Kekfiive to this, gentlemen, the Agency for International De-) 
Viopment is;'he name you; were looking:for. I have their books herar 
Ineiaeutally, vhile in Ewrope, X traveled in about nine or 10 countries,! 
We }}*?(? fcsprefct-y bl^ nation over here, and it is supposed to be power*' 
ful, ana'Iii!Mn,not ni the.habit of being laughed it, and 1 jwae not 
" *"" at pfthwnaiiy^ but I was* Jr.ughed at as being an American.,,;^

3.--600 0-85-21
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tvio vu ycop.o aw ov«i»vxt v*..Belgium, a'small country tliat wo could probably put in the space of t h»» 
city of New Orleans. And I said, "Why?" and no said, "You know, 
every time we get a little problem here and we complain to our Con 
gress" — or. Parliament, or -whatever they call it — "They get hll exctitod 
and they want to make a name for themselves.

"They start twisting your Ambassador's fingers, and the'n you give- 
us a concession. All we nave got to do is yell a little louder, and you 
give us more." . : 
'• He said, "You know, we just don't understand you. We cr.n do any 
thing to you,'but when you do something to us, we put up a squawk 
and you stop 'right away," •' ' ',' " " ''.' 
"'' And tiis is true all over. • •' • r • 

Its Mr. SCHEMA Mr. Chairman, if. I may interrupt for a. moment, I 
'think' you have answered your own question on page 4, and 1 fought
•this thing for along time, but I am glad to see it in print . 

' I hav^been told by the State jDepr»rtmenJ. officials that* diplomacy 
end relations with foreign countries are of much more hnoortancc than 
a small industry as a whole. ••••'. 

In other words, we arc. more concerned nbout our p.lobnl strategy
•in regard to pence. and appeasement and diplomacy that wo are tno 
'American people'and buf own economy. '
'TMvvHopHMA^."That is"right I wns told,' especially in Germany, of 
(iburee, this is their'creedl'In most countries, and I am repeating what 
other peopWhave'tdld me, in all of Europe, we believe that if we nrc 
peaceful, otf show our good side, that people will come over to us, and T

* 'was'tbld in'sp many;' places I just can't name— that the only thing that. 
they' respect 'u$ for,' or .respect any one for, is determination, strength.

1 " 'The 6hly''c6uhti'y 'that has respect for 'us in Finland, because we did 
notlend them any money that they did not pay back.

The countries that- we have given money to, which they hare never 
paid back, do not have any respect for us, and feel that it is ojKin 
season, They1 are' iridebted&d to us, they don't like it, they dislike us 
for it,. . . , . , 
'.' ' FinlanoVdfca not.' They are one of.onr greatest allies. I have onty 
been. there once and T really only know a few people there, from just
**** '*• f I i • t **,V ** *that one time.'

, Mr". SOHESLB., Pardon me for intorrupting*. Do you have a letter thai 
'would' coincide With your statement on page i that I just quoted ? 
, . Mr. HOOHMAK. I hare it. . , t , ,

Mr'.'SovHERLH, "ii you do, I sure wont it
Mr.'HooHMAN, I have it mixed in with another letter, My copy is 

numbered,^ with names. Now if you ask ma, I would mthsr give it in 
, closed session, because I f'eal that it might causo some repercussions to 
"me, since I am m a dumping action right now,
' 'Mr. BENT. We feel that it- m?ght, too, and we don't wnnt to know 
the names, either, 
""Mr.HocHMAN. All right, fine.

thrco
more

,,.-,. , »., - « ............... rhiohis
gomg-to end in a few months. 

- Mr. BUNT. No, it is not
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, • Mr. 1 IOOIIMAN. Or a couple weeks, rather. ; > 
. .Mr. DENT. It won't end. . . ,,- 

Mr. HOCHMAN. It won't. All right. • . . .,,.. 
Mr. DENT. We will extend it. ,. ....
Mr. HOCHMAN. My industry cannot—this is important here—my 

industry cannot complain as a group about dumping, since, as I have 
explained, 75 percent of the American valve industry is controlled by 
companies whose 1 foreign divisions are doing the dumping into.the 
United States.' '
. It would naturally be impossible for them to bring dumping action 
against foreign.companies, who are dumping, because though they 
might like to stop their competitors' foreign divisions from dumping, 
any action on their part would also be stopping their own foreign divi 
sions from dumping. • , . ; • ... . .'....•

'Incidentally my industry only has five manufacturers, these three 
big ones, and two other smaller manufacturers. In the large industries, 
the pjwent company is only concerned with whether the company as 
a whole is making & profit. ..... . , :.

They are not concerned about the division from which the profit 
is coming. ._• , .-
. And this is the thing—the whole thing in a nutshell. Incidentally, 
nmny of those companies are now bringing in foreign parts, maae 
in Germany, made in England, or anywhere, putting them on inner 
•tubes that are made by rubber companies, for OEM and sold as Ameri 
can goods, similar to your brassieres, only you don't even have.a bo,x
On it.. . . . "• . .,...'. •••-.,''. :;.'. •• •„'.

Witk-fcke-lowering of both the foreign tariffs, and our own, and on . 
an equar percentage but: from > different bases . (reference. Kennedy 
rounds) in other,.wprd5,,the,,tariffs, say, for, Italy,.are rx>ughly.,nbdut 
70 or 80 percent'';'...:.,. i,'., IP,.'•.,,.•:. '.'•'.,'.••,(. 1 . ' 
. . They. ,will..reduce that to 35 percent, and they will take.'our 8Vfc 
percent and reduce it .to' four and a half. They might as well take that 
35 percent and run itup'to a million percent, because.it.wpn't.do,me 
any good. It'is still'too high. '• ' i • ' '.'i! ••'/• 

if Mr, (DENT. Actually the. Kennedy .round will only have to, do with 
* the established rates of tariffs, and jhas, nothing to do with the .so-called 

border'taxes such'as 'equalization taxes and entry .taxes., ,0,114, jic^nse 
taxes..!..[,...-, ,r,,,,. j v-iH-.int-i'if -,rl -.M- •.•' •« <. -\r '-;•;)/' 
'" Mr. HOCJIJCAK. |That is supposed.to.be.in the.G^TT and also-'in .the 
antidumping.'." 1 ••••••• v • . .. ; . '....,...'ttl j| .,;/ >

Mr. DENT. I understand, but the.Kennedy.round will .ben straight 
racross;therboar^ percentage ,cp[t as you,Bay,' from different bases, 1 1 
,, Mr. .HQGHU^K. From; diifferent basesj aqq. to me. they, ire; ,in,jthe ,re- 
.yerae'pf the .order." '. .,.|0' ,'N!';;,', ',; ',','•" j.,./,' | „,',',. t< . ,.' r ."..'i T. ;' 

Now what I am going to,reafl.;npw. ^{.refer. to.the/foreign financmg 
.of Jforeign'.husiness in foreign ,bouritrjle8^ With, the lowering ,oi -both 
iho foreign tariffs and our'own on an equal percentage, but j(rom dif 
ferent baseflj it is no wonder that DilJ, Scl\rader,/and B.ridgeporf/are 
now importing buck, into^he jUn^ted'.§tat«s. " '.,, ( ! ';.'!,"". f 
.' In fac£ when I wag'jn.Washington-last October'nn official of, the 
Agency for Internafesonall^v^lopnient'incidcntally. this is .the Apenpy 
whose name you 'were looking for before^ whpm I.had seen in,prder,,to 
try and find out what moneys TOTO given" -- * ' ..-.^i» •
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«tti<l lie wtu9 sorry about my probium, «u»d Kynipatltiwxl with lue., u»nl 
apked me Loo, in order to help mo, "Would you ho iitleroded in locating* a plant in an underdeveloped country in order !o get cheaper labor? 
If BO the American Government would finance you," 

. : That was liis answer to mv problem. And this was with my tux dol 
lars and your tax dollars, to nuance a company to go overseas to employ 
foreign labor to compete for.the.taz dollar that should have been nero 
in the .first place., . . •,,.)..,,., 
,-, Mr. DENT. Did he tell you that? , 
;. Mr. HOCHMAN. And—yes, sir.

Mr. DENT. And this is a direct quote. 
. Mr* HOCHMAN.- Verbatim.

Mr, DENT. He said if you would be interested in locating it plant in 
an underdeveloped country in order to get cheaper labor, the A morion n 
Government,would finance it! '.: 
i Mr. HOOHMAN. That is right. I tried to subpena a record of the 
Marshall plan of all foreign aid going into Germany and Italy. ID liml 
put if the moneys-do go to these plants, which I had hoard while in 
Europe, and before I went to Europe, that they received; but T was 
'told by this'gentleman that the moneys were given to the governments 
and the government passed it out, so that the American Government 
does not.nave, the records; so I went into the long story of all the prob 
lems, ,1 have, and he said, "Well, you know many companies haw done 
this, hoye.gono.to foreign countries, and established plants."

I felt like asking whose side he was on. 
s ,..Mr. JDBNT. Go ahead. .• .
.'Mr.'HOCHMAN. A Department of Commerce spokesman wrote mo 

that even though the German and Italians have lower wages, govern 
ment subsidies, tax rebates, low freight rates, and so forth, that Ainer- 
joan.ingenuity continues to prevail. .

. GentjTemen^l^submit it is not American ingenuity, in the true. scn*e 
but American.big business establish ing companies overseas and hiking 
advantage of U.S. financing and foreign tux concessions, us well as 
our own low tariffs, and their dumping of exports back into the United 
States,that'has,prevailed. ...... .'•';'•. ' ;
^Weinave.big government and big business doing the same thing.

• ., We bought antidumping proceedings against bllA of Germany
and Zenit orjtaly in April J066. To date our dumping action has only
moved from Customs and Appraisals, Mr. Marra's division, over totreasury..,..,.,,... .. . ..;•; .. „, . . .,.

, I .talked to Afr, Matthew Mnrks^ Deputy Secretary of the Treasury 
and.he informed me it will still bo some weeks before they will IK» able 
to let me know which way Treasury has ruled. Ho said he would do all 
lie could to hasten this, ruling..,..'; : ,; ,,. ...

At.'this.poin.t.I/idp. want-to.say,, though, that Mike Wallen, Mr, 
Marrty alid.hi? wl^ole division has been more than cooperative in help 
ing my,:company, but. they state they, have to follow the laws to the 
letter, an,d this is what takes,so long...

However, if—and this is a big if, with the present foreign policy
of jthe'XJnited Stntes—they rule in favor of Nyio-Flcx there will be a
Rearing,in which the.large foreign divisions will appeal the decision.

I, as a small businessman,.am unnlplato aflfoi-d approximatelv Si'a.ooo
to $5Q,OQO for handling antidumping proceedings. And this is a con-"i"::i ..f-.i -(in I •. I : "i. °« • .. » ° '. -i ^
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servative estimate incidentally for handling antidumping proceedings. 
So far I have carried all of the antidumping fight! for my industry, but 
how can any small business fight dumping when BO few can afford the $50,000 for the proceedings t '" '.! ••••"•• ' • •' 

Incidentally, I would like to interrupt here. I have a good book that 
Mr. Marks sent me, written by Mf. Jim Hendrix on dumping, and in it, 
out of the 300 cases that'went'before'the committees, the Customs 
appraiser,1 Treasury, and the Tariff, eight were ruled no dumping, 200 
were thrown out, 62 were ruled no pnce discrimination. 'And it you 
say that you will stop dumping in the'United.States, you are off scot
free, ' .'.'•'•• '

Well, I was told in,Germany that this'is the'main thing thatthey 
have to go on:'They1 'feel that if they1 'can'dump in the United States 
for( '2'or 3 years)'and"everi'if they'1 are''found'guilty; what'have they 
lost! They again have ruined a market,'they'have gotten a lot of 
volume.1 theV'have'expanded their plants: and they, have'made a goodnrofif •'.'' '•'»'i'' 1 'iM.Ttfl'ii I --l-n y|. > • i> .! /)*•.•) lui Hi. .'i iu:ii| -i- "i:!/.
Jc/* ™**'^ ' 1 * * I * I* I f *

"' MrJDBNT.'In'the'case'o'f the'cementf'm'dustryy it; 'is'eVen more de> 
tailed than'that"They" dump from1 'one .country",'the'same'company. Cement is a product that is1 universal.'"" I 1 /'''' "'"""''""' " ' 'f •"*' 
" Mr. HOCHMAK. That is right 1 '" • '" ." !t ' ;"•' il: •;';"•-'•• <-' - « 
' Mr.'JpBNT.'They''git'an antidumping cose brought upland right 
Twfore'it^s'adjudicjrted'they withdraw their"company' from Ameri 
can sales' from' that 'particular1 source.1 'ahd start 'shipping.' from 'an1- othersource. - i; " ': "" ~ >: " : " ","'" V ' : " ' ! ''." " P

Mr. HOCHMAN. 
what" I havo'b

nnn's length company ;'establishf an1 ekpo^rt Arm;'sell at a loss, becaus(fe 
I am making money on my protectijl accoiint."scirat a loss'to him', so 
ho can'JBeH'at a' certain' ?price' to 1 the United States, and still not'yio: 
late o\\t antidumping IdW^'j'and tiiis is what is being done*," "' " '' '"' 
' And there is no" way to combat it In my case, I have one company 

tliat has done'thi^'knd'Ilcan't'fight'ifli'is'impossible,1 unless the 14^ 
is changed: and this.is impossible, under the present situation.l.'. 1 ^ 
; I would like to'quotejT'have' tried1 a'test'case in Canada, and with 
in 6 weeks the Canadian Government wrptd me, saying that they'were 
going to levy'a'charge .for the'difference DptWeen'niy-American price and mv export price to Canada; :;: "-'-""['' / - 1 "- ••"" "'•••• ••••-. \

I did this on purpose. TJie Canadian Government, ac^ed' only'on 
the evidence of an1 invoiced All they asked was that I supply'an in 
voice and I could not, so without 'anyone preferring charges they 
slapped an antidumping ruling on me. . '.' "; ",

Now tKis is something that it is hard for someone on the outside 
1o appreciate.' I have been living with this thing for over^a year. Ac 
tually, 2 years. I have been fighting the dumping for 1 year. Now in 
other words, the Canadians, on their own, have slapped a dumping 
charge against me, or my customer-^not against me, but my. custo 
mer-Tin only 6 weeks. "' .'' '.',"•'

In our country there has to bo charges files, tand I will'got into it. 
I would like to quote from a letter I have received from the Office of 
S]>cc5aHlcpresentative of Trade Negotiation" her'-r

By and large I think it is clear that U.S. Induntrlm nml U.S. flrraa both large 
mid mall hare shown thenwelre* to compete effec'-;cly -vitb luporle.
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We bate coaatantly ]md n lurptuii hnlaiir* of tnule over a iminhcr of year". 
The productivity and fludency of U.S. llrtun have cniililcd them in mmix-iv 
afaiimt Import* even though such import* are produced abroad with govern 
mental awUtance and often with lower wages.

If you return to yesterday's Congressional Record, tho numl>cr is 
S.6031, here it is right here, refuted against thut statement. 
^.'Mi^DewR Whoso speech was it I . .

Mr. HOCH'MAK. Mr. Morse. And over here, I huvo an AP build in,, 
dated May 24,1966: .'

A ten percent drop in exports and a throe percent rise. In Imitorta, reduced tin* 
favo.rable U.S. trade bajance to a seasonably adjusted annual rate of 4.1 billion 
during April.

This will coincide with what the gentleman in the brassiere industrv 
said. There are different products. What we are shipping tvro food 
stuffs, machinery to make tho products to be brought right buck into 
the United States, and war mat erials.

I nave a letter in'my portfolio where I had one Department of Cow- 
. morce official take issue with me, and for somo odd reason, I .was 
proven'right,by, : the Government, 1 and he-was wrong, and this is 
unusual.,,..,..,

But how.can we compete with them when the Department of Com 
merce sent me statistics showing that Italy's semiskilled Inhor is f»0 
cents an hour, while our unskilled is a minimum of $1.40, and our semi 
skilled is $2.50 to $3..

Germany's skilled machinists make $1 to $1.25 an hour; the Ameri 
can rate is.$3.tb $4.50. And on the west coast, I have not got it in my 
statement, $7.50 an hour. In order to compete, must I move my fac 
tory to Europe of an underdeveloped country as the Agency for 'inter 
national Development has suggested, where the wage rate is $1 to $1.50- a 1 day I '*

. WJiat ^happens in this case, to small business, the community, and 
the unskilled labor? Where do you go ? Sir, I contend we have not ell'eo- 
tively competed with imports, on the consumer items, and if it \vcro nol 
for the speedup of the economy because of the Vietnam situation, our 
machine tools industry could not compete either.

The amount of imports on many items over the last 2 or 3 years has 
more than tripled or quadrupled. In the automotive field tliere h no 
way of measuring the increase. Because the statistics are so jumbled 
up that there is no way of interpreting it.

On my trip to Germany I spoke tomanv factory owners who stated 
to jne that many factories in Gerniany and the rest of Europe arc only 
in existence to export to the United 'States, yet these European firm's 
are_protected against our exporting to their countries.

I would like to quote again from the letter from the Special Repre 
sentative of Trade Negotiations:

As far M your own problem Jit Nylo-Flex is concerned I think that ymi hnv«« 
stated your cnsc fully mid effectively. The tmslc question, n« I see it. is when 
should the U.S. Government increuHn tariffs in order to nssW Anicrlrmt 
firms. It has been the long standing policy of both the Congrpsn nml tho execu 
tive branch that tariffs should be Increased only to assist nn entire dmno.Mir in 
dustry and. not merely on« of n few Hnas in an industry. Othervrlro tariffs would 
be' constantly increased in order to assist Individuals who inny be hsvlnu dif 
ficulty dealing'with Import competition, even though the tndttxtry as a whole 
is quite healthy,'' v " • •
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Well, I have explained why my industry can't complain and even 
in the case where industries have complained, us an industry, reference 
the steel industry, no help has been given. ' , '. '

Mr. DENT. It might interest you to know that onn of the greatest 
fuuUs in -that logic is that I can remember in the glass industry when 
they had 42 glass producing entities in the country. They .protested 
tunJTs. They protested the imports. They hud no relief'"granted, so 
eventually, they started to drop by the wayside, and in one of the later 
cases, some years later, by using this determination of an industry as 
against all individual complaint of plant operation, tlu-y determined 
tliat the remaining plants, 11 in number—out of 42—that these re 
maining plants were still making a profit, and therefore, the industry 
was not injured, although we had lost already 131 plants which had 
gone out of business. • • '

They took existing plants that were left and said that because they 
wore healthy, inasmuch as they had mado a profit, the industry itself 
was not injured by imports. '•'•>< • (

Mr. HOCHMAN. Well, I would'like to inject into my written state^ 
incut, most of the people that tell me how wonderful we are here in 
the United States as being able to compete with the imports. T have 
never been able to question whether they have ever been in ;.:: Vastry themselves. ' ' . " '_' *' 

Whether they have actually personally had to compete wit1 ' . ,is,.or 
whether they are just looking at it from a cloud nine.

Mr/DENT. They are looking at it'from a theoretical T.''ew. - We'are 
still teaching sophomoric economics in"bur colleges, we are teaching 
the economics or Adam Smith,' and Henry George. They have long 
passed thd.scene, and the question of today's international trade'is 
one that is completely foreign to anything that we are teaching 14 
any of our colleges or high schools. . .'.,,'" 

Mr. HOCHMAN. That is right, sir. I have explained our industry 'and 
granted our present industry situation is somewhat unusual but I (Jan 
assure you it is no longer a healthy industry. \ 

Even the big corporations, who have reduced their prices within 
the last 4 months to at least keep their customers, are having some fi 
nancial difficulty,'and these companies have net worths of 'about any 
where from a quarter of'a billion dollars to $750 million net-.worth, 
juul their divisions are having problems. . ' " ,'•''.,, 

Even though they own the foreign companies who are doing,the 
dumping,'-'they say that they'must have'them', because.if thev.^ut 
theirs off frort^dumping hi'the .United States or'selling in the United 
States,' then'their American 'competitors)' foreign divisions .wiH.take 
their business, so theVhaVe'ho alternative!'•' '".' : '.'-, , ' '"' r'"

O A\ 1 • -j?* i., • • ,_• l' lll'l'll I ' ' I". '• I'l ' II 'lit' 1 '/ I•• So they claim it is a vicious Circle." . \ • - -,-. ,.,-.,.;,,...
What needs to be done to correct this situation ? As I see it, is a 

different dumping'law must be enacted,' where the American business; 
man and customers dp not'ha^e'to1 <lprbV^i to> the'nth degree that^hepe 
is dumping, l> ;. .'.'I',,;,'!' M!'I','-'..I'I... ;';•'' ' •• • •.-'.'•! • ••- " • ":••'<

As 1 have, shown, .the. Canadian'Government as well* as pUier^goy* 
ernments protect their-people. Our Govefnment is well aware of the 
dumping, but' does "nothing about it'until charges are-brought, while 
other governments bring dumping charges on their ownnTolition, ; on 
the evidence of invoices only.
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•i We are so busy trying to win foreign friends that wo forgot about 
our own people. Gentlemen, just think—C weeks for Canada lo bring 
Action, against almost 2 yenrs for the American Government to nci,

I have spoken to a department official—this wns yesterday—who 
stated that Canada is an exception, but he could not answer me alxiut 
Brazil, Argentina, Mexico, Italy, Germany, and I can go on with 
the whole list

Canada is a problem. In fact, I am sure you are well aware, that 2 
or 3 years ago the. 8% percent was rebated back to the Canadian linns 
BO that.they could actually, as far as their cost was concerned, sell 
to the United States at no duty.

That is one reason that Studebaker at that time moved part of 
their plant to Canada.
• And ns soon as we do something likn that, they are the first to 
yell, and we are the first, to back olT. However, just to rrdure I ho 
amount of time that Customs, Treasury, and Turin's have, to make 
their report is not the whole answer, because I was told that, if Customs 
and Appraisals do not have sufficient time to make a thorough invest i- 
gation, and they have to make a ruling on insufficient evidence accord* 
mg to requirements of present laws, then in most cases they rule 
against the American complainant. '.'

So we need to streamline our antidumping laws, which were enacted 
in 1921, and have not been changed except for some slight rewording 
to fit the current situation. 

In fact, sir, they were mode worse. 
Mr. DENxi Go ahead.

: Mn-HociiMAK. The record will show—this is .Jim llondrox, in » re- 
print from'the American Journal of International Law, and nl the. 
time he wrote'this,, he was Under Secretary of the Treasury—that 
from 1921 through 1964,15 percent of the cases tried were, found as 
dumping, where assessments were levied against the companies.

Since 1955*to 1964 when the changes were, the amount of dimming 
findings were only 4 percent, though they do state that in 02 of (ho 
cases there .was an end to the dumping.

• This was stated before, but the damage—this is the point I want to 
stress here-^the damage had been done. The industry, whatever in 
dustry it was, whether it was mine or the corset or the brassiere or 
anything,'was damaged, and it takes years to correct this damage.

Why.should•• foreign countries, with all the advantages of lower 
costs, be able to export to America for duties of only 8% percent, while 
we are charged 20 to 200 percent ? •

And believe me, sirs, since World War II, America is not more elli- 
cient than our-foreign competitors, In the automotive field because 
of-foreign aid since the war, and their taxation and subsidies, they 
ha, ve newer machinery and better plants than wo do. 
'." And they'are magnificent plants. So we need a complete revamping 
of our thinking in tariffs. This gentlemen, would stop the dumping 
and would alleviate a serious situation, especially in consumer goods. 
I believe all this is one reason our balance of payments and t he out How 
of gold is what it is.

IBelieve me when I say that, from my observations while, in Murope, 
European labor, with very few exceptions, is as good us American 
labor and in some cases such as the motal working trade, more skilled.
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With tho vast difference* in wages, how can wo compote, when our 
wages are three to foor times as high f I was under the impression that 
our dumping and tariff laws were to protect our standard of living, not lower it" •' •••' ••«*' •' : -= • i •"; ; • ' •
- There :are some notes here that' I made in some of my meetings yes* 
terday. 1 The "Wall Street" Journal, Monday, the .1st of May, 1967,. 
brought this whole thing out, also in the brass and the steel industries, 
Where this dumping charge isvery, very crucial. ••••'• < • ' '
• I'want 'to thank you for the courtesy of allowing me to testify before- 
this hearing, and I hope my telling you of my experience .in bringing; 
dumping action will help YOU in passing new laws;. •' •'•'.' -.-'v »i

*: " (The document referred to follows:)
P»QMjua>. ; BTAT*MBpTi9r HOWARD 8, Uoonuxn, V.K*,.P«i:6u>EHT, • '

•• Gentlemen,4hankyou'for inviting me. • i' •,.•'), • . 
. I tin a small manufacturer .of tire valve hardware and tire repair material!. 
My industry is rather complex as far as "dumping". i«t concerned. The three- 
largest manufacturers! of/ valves in the United States are, (!) 8cbrader,- !a 
division of of •ScovlU Brass Company, 'Who -owns plants in England, France,. 
Gaiuds,-iand--ifexlcOt-and< > accoittlng/to-authorkatlve sources in Europe, con 
trols BHA of Germany; (2) Dill, a division of Baton, Yale and Town Manufac 
turing Company, who owns Allegro of Germany ; and (3) Bridgeport Brass Com 
pany, 'a' division of National* Distillers, 'who own* Bridgeport, of Ireland and:•Zenlt of Bergerao, Italy.- '»"' : •:••." •<'••<• ' ••' • -.-•-••.. : -,.- 

EHA, Eltegro, and Zenlt, are the major foreign manufactuer* who. are, d tun ̂  
Ing tire valves Into the United States. . ..; -. ..• . . i

Though the foreign valves probably do not account for more 'than 10-15 per 
cent of the total valves sold in the tinted State*, the effect of their pricing 
controls the pricing of domestic valves.-' This has made American prices fait 
'from over 18* each' in 1068 to W in 1067. All the while wage rate* have goo* 
up 80-40 per cent, and raw brass, our basic material, has gone up 83% per cent 
Granted, we have all gone to automation, which has lowered our labor somewhat, 
'but tola does not effect our overhead, taxes, 'etc; We are currently selling at ft 
loss or just breaking even' to* keep'our customers from buying the -imports. You 
see, gentlemen, it doesn't -make any difference if -we are 10% or lOOft higher 
than the imports, because our customers, will only buy -American goods If they 
are no more than 6% higher than the .imports. Above this they won't buy. " 

Gentlemen, we are as efficient now, in most respects an any of our American' or- 
'European competiton. If we go to more and more automation in order to com 
pete with the foreign companies, eventually1 we can hope for a total reducr

• tion In price of about 8% mills, -but at a cost of reducing our employees by 25#-
What does ttris do for the American unskilled worker, where does he go? Onwelfare? •' '" : " 1 -•"•',••••'• . - " ' , • ' ;""

' The big question bere, of course, is, why 'can't we compete With foreign- im-
•porta. The Europeans -are not smarter than we' are, but they have many ad 
vantages. One is a rebate of 8-14 per cent on their turnover tax. Because Euro 
peans do not voluntarily report their Income for tax purposes, like Americans,. 
the German and Italian governments have levteed a tax on merchandise pro 
duced In their countries,- which is equivalent to our corporation and income* 
taxes. This tax is .refunded when a 'foreign company exports its merchandise.

In view of this rebate, it is, therefore, really quite simple to see how the Euro 
peans, especially Germany and Italy, can dump tubelem valves into the United 
State*: With their subsidies, rebates, etc., by reducing their price only 6V10> 
percent they can nndernell us by 20ft. ' • • '•>

On May 10, 1000, 1 wrote a letter to the Department of Gommerc» asking them 
how I could compete with the foreign importers when they have : , ' r

(1) Much lower wages than the United States . /
(2) Subtldies from their government , •' ' ' '•' ' " > <> 

' (8) A lower freight rate to the United States ' :•'••'. 
duty on their products into this country. . ': n !
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' Since, in the automotive trade, there is uothliig In our favor for exjxirtlnK. 1
•can only list our ditadwntagei: 
.. (1) Higher wages
• (2) Lack of government subsidies to Aid our export 
. (8) • Higher freight rate* from America to foreign countries. 

(4) An impOMlble tariff situation
While foreign countries are enjoying an 8*6% duty on their goods being slilpix-d 

Into the United States, below you will see what they are charging us ou product*
•we try to ship Into their countries:
.Argentina: Approximately 160-200 percent.
Austria: Tire valves—18% patches2870 hoth plus 8Mt% ad valoniiu equallratlon
• tax rate.
Snail: 100% on both valves and patches.
England: Valves ind patches—20% plus 15% temporary Import charge..
Tinland: Patches—18%/kilo tube valves—free tire valves— 15%/kilo.
•Germany: Patches—18%duty, plus 0% turnorer tax; valves—7+7% duty, plus

8% turnover tax. . • • 
Norway: Patches 207i. Did not reply on TBlrea. 
Trance: Patches and1 Valves—between 18 and 22%.
Netherlands: Patches—20.1% plus 8% turnover tax; valves—10.1%, plus r>% "turnover Ux.""" •""• -..-.. ••.. • 
Belgium: Valves—10.1%, plus 6% turnover tax; patchcs-^10.0% to 17.0%, plus ' g^ turnover tax! •••••" • • < • •'• • . ' '' ' 
Honduras: Valve* and patches—$.076 per kilo plus 8% consuler dut.r. JapansPatches^l59i! Valves-50%.'"•"•••• ! ' : ' •• 
Italy:'Patches-18%; valves—16%, plus'COrt'mdmlnlstratlve fee, 4% general ;'; <entryfee,8.fl01{| 1iequallsatiodfee.-'- 1 -.- 11 ' 1 ' 11 ; 1 ' 11 •" - '• •••

So you can see, though.the European countries help their own companies sell 
in the United Spates,, they .prohibit American firms from exporting consumer
•products...,., ..,- ., , .;... „. ... i

< The fact that disturbs me< in, my many trips to Washington, nnd from the 
remarks made by.the,,Europeans, is that our country is encouraging the Imjiorts 
Into the United 8tatesj:yet.has made no progress in helping exports The Kennedy 
Bound*, in the two-or-three years they have been in existence, Imvc not accom 
plished more than 6% of their goals. I have been told by State Department officials 
that diplomacy and relation* with foreign countries are of more importance than 
« small industry ** * whole, and, naturally, more so than one small company. My 
Industry cannot complain as a group about dumping, since, as I explained. 75% 
of the American valve industry is controlled by companies whose foreign division*
•are doi&t the dumping into the United States. It would uaturnlly be impossible 
for them to bring dumping action against foreign companies who are (lumping, 
because, though they might like to stop their competition' foreigu divisions from 
dumping, any action .on their part would also be stopping their own foreign

•divisions from dumping.. The parent company is only concerned with whether the 
company as a whole is making a profit; they are not concerned about the division 
from which tbe.proQt4* coming. That is the division's problem, and not the parent
•company's.
. With the-lowering of both the foreign tariffs and our own,'on an equal \*r- 
centage but from different tanea (reference Kennedy Bounds), it is no wonder 
that Dill, Schrader, and Bridgeport are now importing'back into the United 
States. In fact; when X was In Washington last Otcober, tm official of the Agency 

' for International.Development, whom I hud teen in order to try and flud out
•what monies were given to my foreign comiwtltion, said he was sorry about my 
problem, and asked, "would yon be interested in locating a plant in on under-
•developed country In order to get cheaper labor? If so, the American government
•would finance you." This was his answer to my problem.

A Department of Commerce spokesman wrote me that eren though the Germ/in 
and Italians have lower wages, government uulisldles, tax rebates, low freight 
rates, eta, that American ingenuity continues to prevail. Gentlemen. I submit 
1t is NOT American ingenuity, in the true scnne, but American WK bnslne-M estab 
lishing companies overseas and taking advantage of United States tlnancing aud 
foreign tax concessions, as well as our own low tariffs, and their dumping of 
exports back into the United States, that has prevailed.

We brought .anti-dumping proceedings against BOA of Germany and Zenlt of 
Italy in April of 1908, To date, our dumping action hits only moved front Cus 
toms and Appraisals, Mr., alarm's division, over to Treasury. I talked to Mr.
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Matthew Marks, Deputy Secretary of tbe Treasury and he Informed me It will 
ntlll be acme weeks before they will be able to let me know which way Treasury 
hn* ruled. He Mid be would do all be could to hasten this ruling. {At thla point, 
i mu*t say that Mr. Mike Wallen, Mr. Marra, and hit whole division has been 
more thatl cooperative In helping my company; iiut they state they hare to fol 
low the laws to tbe letter, and this it what takes no long.) However, if— *ud this 
Is a big "If" wltb tlie present foreign policy of the United States— they rule* in 
favor of Nylo-Flex, there will be a bearing in which the targe foreign divisions 
will (ipiH-iil the declMton. Thcxe cotiiimiiliifi nro'lnnce ami cnn nfftml the nzorbU 
taul prices Ihut the anil-dumping lawyers charge. I, UH a Ninnll buslnuHnuiau, am 
unuble to* afford approximately $25-00 thousand for handling anti-dumping 
proceedings. So far, I have carried all of the anti-dumping lljtht for my industry, 
hut bow can any small business flgbt dumping when so few can afford, the CO 
thousand dollars for tbe proceedings? If the ruling IN still In my favor after tit* 
appeal, then; there Is another 8-6 months before it goes to Tariffs. So,' you see, 
from. -the; .beginning to the -end of a dumping action, it taken approximately two 
years. However, most of the foreign governments protect their manufacturers. 
I tried a teat case to Canada, and within,, six weeks tbe Canadian, government 
wrot* me saying they were going to levy a charge- for the 'difference between 'mjf 
American price and my export price to Oanada> Tills was done only on evidence 
of an invoice, and without anyone preferring charges. No one had to prove manu: 
factoring costs, shipping costs, etc. : • • • •• '.' -."•'•• 

1 would like to quote from a letter I received from tbe office of the Special 
Representative of Trade Negotiations: • ''. ''',,• 

"By and large, I think it is clear thnt United States Industries and United 
;,.;M 8tates-flrmB, both. large and small, have showu themselves able to compete 

effectively with imports. We have constantly had a surplus balance ol' trade 
oyer a number of yearn. The productivity and efficiency of U.S. Ann* have

• ° : enabled them to compete' against imports even though mich lmportft,are pror 
1 ducefl abroad with governmental assistance and often with lower -wages." 

But how can we compete when the Detriment of Commerce sent me statistic! 
showing' that Italy's semi-skilled labor is 501 an hour, while our unskilled is A 
minimum of $1.40, and our semi-skilled is |2.60-$3.00. Germany's Skilled machin 
ists make $1.00-41.25 an bour; the American rate is $3.00-44.50. In 'order' to 
compete, should I move my factory to Europe; or an under-developed country, 
as the" Agency for International Development has suggested, where the wage ratei«$1.00to$U50aday? •'•• '" • ' ' .•••••••_:;• -MIS

Sir, I contend we bave NOT effectively competed with import* 'on tbe consuiher 
items,1 and, if it were not for the speed-up of the economy because' of the Viet 
Nam situation, our machine tools industry couldn't compete either. The amount 
of imports on many items over the last two or three yearn has more than tripled 
or quadrupled. In the automotive field there is no way of measuring the increase, 
On my trip to. Germany, I spoke to 'many factory owners who stated to me that 
many factories in Germany and the rest of Europe are only in existence to exk 
port to tbe United, States,1 yet these European firms are protected against our ex* porting to their countries; \" '.'"I' ;" ' '" '• '"' ' •• - ' "' '.' : ''• • "»•"• 

I" would like to quote again from1 tbe letter from the Special [Representative of Trade Negotiations: '' • *'» ••»
•" .' ; "Aa for -as your own problem at Nylo-Flex Is concerned, I' think that yon 
; •'•', bavef stated 'your case fully1, and effectively. The batdc question, an I nee :ltj
•' '" 'is when' should the1 Uhitfcl iState^'Oovernment increase tariffs in1 ordeif'to 
'"• : as8lrt% American' flrmc « bas'been"the'l Wng-standlng policfof both' the 'Ckm* 
'•''' 'gress and' the Executive Branch that 'to. riffs should be increased onlr'to as^ 
' < :f «fot an. entire domestic industry1 and 'fret 'merely one of a feif firms' in -an
•1 ifl industry. Otherwise, tariff tf would be'constahtly increased' in'brder to itsalst
••"' Individuate 'who may be having' difficulty' denting with ^iport' compeUtiooi even though the industry BJ a' whole'HqulW healthy." •'•'•' '."" • ••';'""''•

Sir, I have explained our industry,' and, granted, our present Industry situation 
is somewhat tinufnialj'bnt I can assure* you it is no longer a healthy industry.'1 '" 1 ' ' What needi to *« done to correct thitBituationf; •' ••.. ••'./..,• f.r.-r

•As I see it, a different dumping law must be. enacted, whore1 the 'American' busl- 
nessman and Customs do not have, to prove to the nth degree 'that there is'dump^

.
doe« 'n6t blng about, 
dumping charges 
so 'busy trying
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Just thinkHJ weeks for Canada to bring action, against aluu»t two ycnr* fur the 
American government to act I

However, junt to reduce the amount of time that Custom*. Treasury, mid 
Tariffs, bate to make their report*, IN not the whole nnawor, iHvitum? 1 WH< lold • 
that It Ountoms and Appraisals do not imre vulHcient Mine to nuikr H thorough 
investigation, and they have to make a ruling on InHulliuirnl evident? ntvording 
to requirements of present lows, then in most i-aw* Uicy rule agnliiPt Uio Aiut-ri- 
can complainant Bo we need to fltmiinliiie our anti-dumping IIMVK. whMi «•«•«• • 
enacted in 1021, and have not been changes! oxwjrt. for WHIM- fllchl working lo lit 
the current situation. -- :

Also; -why should foreign countries with nil Uic advantage of lower rosls. 
be able, to export to America for duties of only 8V6%, whil« we lire chima-il from 
20-200 per cent, and believe me, rtrx, since World War II America IK not more 
efficient than, our foreign competitor*. Jn the Automotive Held, INI-HUM* of for 
eign aid since tbe War, and their tnxntlon and miuMditN, Ihejr )mvc m-wcr 
niacbluery -and better plnntx tban we do.. So, we need n wuiiploto n'viiuipliiK 
of our thinking in tariff*. Thin, gentli'inon. would i*top the "duiuplnt:" mid would 
alleviate a nerlunn situation, esiKvInlly In consuiner gwMlit. I bollovo nil thin ix on» 
maon our balRiice of pnyinento ruid the outflow of gold In wlmt It l«.
•: Believe ae when I my that from my oUiervatlotm while in Kurojic. KnroK«u 
labor, with very few exfcptlonN, in AH good nn Amerl<T.u lnbor, and. In »oiiu> cuwx. 
micb as tbe metal working trndc, more Dkillcd. With the vnut (UfTtTtMK-v in \vn «»-.•<. 
how1 can we eomiiete, when our wngen are three to four tlmcn'ai* high. I was under 
the impression that our dumping and tariff law* were to protect our ntnndnrd Of living, not lower It.. • • • (•••••' . • . '.

.Mr. DENT. I appreciate your very frank discussion of n very serious 
problem,'Mr. Hochman, and us you know, I coino from a town thtit 
lias the Pennaylvftnia Rubber Co. m it. 
1 ! Mr, HooincAN. I am very familiar.
'.'Mr. DBMif.1 In the old days, when I was a lx>y, I used lo I ighteii down 

valves for dummer vactions, and I know something about your vulvo 
industry. . . '

Mr. HOCHMAN. I see. '
Mr. DENT. However, the astonishing thing to me is that of the five 

remaining companies producing valves and valve parts and tiro acces 
sories^ four. b'f them are operating overseas, and shipping buck to Iho 
United States through' their subsidiaries.
; Mr.i'HopBricAK;' "That is ri^ht^ and our Government is helping them 
with their, taxes here in America.
;'-'Mr. DRMT^ZOU are the only remaining independent operator left 
in the United States.

Hr. HOQRHAK. Well, myself, we arc talking about the rubber valves. 
Myself and, Acme Air Appliance.* l
.^ Yes; this is in Ilnckensack, N.J.- ,

jrrV.^n only, two left in the entire country ?
, r^ojirjitA^r. I would say, that manufactures^ complete line. Now 

tjiere. are .somejcompanies 'that make a little of this and a little of that, 
' 'Mr.'D«jrr. Where do you sell mostly! The replacement 1 
.v , Mr. HoonKAN,- In the replacement, . . ' ' 
7,llrJ jipjnrr.' You are not in the original manufacture 1 
./l^r,;^:M3HKANk No, sir ; let's put it this way. Dill and Schrader have- 
hadth^ rubber' companies and the automotive companies since the con- 
'ceptijQn-.of .thecar. • •

In fact, the tubelees valve and the hibeless tire go back to 1880. The 
first tir^.was'.a, tube,lees tire, so.^liis is, how. far .bock the valve industry 
goes,' and iKis is wheri Schrader went into it, to make all the valves and 
I am the newest one in the industry.
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The last one before me was in 1915.1 was in 1962, in the valves, and 
although J have been in this industry since 1948. But this market was 
a fairly stable market, everybody was making a fair profit, until the 
imports, kept dropping.. . . '_

I am on both sides of the fence on this. When I chose to get started 
on tliis industry, I was buying from my competitor, in Eurdpe, compo 
nent parts to make'the valves. All the time the price of the raw mate- 
irials and components were going up. . ,i. < t

' All-.the time, his finished'products were going down.1 So actually, 
there was a period there that I could buy his finished products for less 
'than I couldJbuy 'about 40 percent of the components. . '..'''; 
"'. Mr. DBNT.' Isn't that the natural evolution? You heard the marble 
people say-where our tariff commission increased the cost or increased 
the tariff of the raw blocks of marble which we brought into the c6un- 
'try and sawed into sizes and shapes, and did not increase the tariff on 
the finished products, so now. they are shipping in the finished prod*
•net, and we are losing the labor on finishing jobs. • • •• •' " ••"••" l:l
•• .Mr. HooHMAN.'Well it is nAt so much even my industry here, and
myself, that I have been so disturbed about, as seeing the maze that you

"have to go through, and the Attitude of the departments.in my .many
trips to Washington. ..,,..,-, .• • ..:.•;' • '••'
' \ Granted, some of the departments are all 'for you, and -will assist
.you in many ways. But the attitude^ the foreign policy, and everything,
you begin to wonder whose country it is. Many times, I have f orgytten
!myself7and said- "Your country," even though Lam an American, and
I am'glad to be here, t>ut'I am beginning''^ wonder whp^e country,^
Teally is^mine or the'people ove1 rseosl'" '' '"' '''" '.',,.,, ,1,,',;

Mr. DENT; I can't answer that, as you know. , , . , Kll ,,'.j. -|]/l
Mr.,HocHHAN. I can't either. , ' ':•'-,;/

1 'Mr. DENT. Tdb notice that a great many American concerns are get;
'ting in|x> the category of run away industry. They .are leaving, the
United'States,'ana producing their products overseas,'and shipping
them backjto the United States unmarked, unidentified. The innocent
American who wants to buy American mads products—there are a few
that still would like to buy American made goods, have no opportunity
•of knowing whether the goods' Were' manufactured in^thejHongj'Konff•area or Japan or Korea or aomewhere else. .. ' ''''?'''^ ! "'''", "j'/' 
' Mr.'HocHMAN. There is going to be a time when the'ones' that (ire 
jjoing to stay in the United States, in ordej to contimie-^and I still 'ami 
"because if I don't I might as well close'roy'place completely—will have 
1o buy some of their components dverseasj instead of making them Here. 
'There was one argument'that T had with one of the directors in'the 
Department.of Commerce.' Where I sent him a sample of a finished brass 
part that I made here in1 tne."pnited'States, and an identical sample'of•one made in Germany; 1 ™ : V ; !!l ; •-•••.••••• • ' •••• • • ; ;

The German insert, the part, was priced to me at less $han the raw 
"brass stock that I could buy from an American firm.' Loss than!the raw 
material. !Nblabor,t anything to it' Forget about my labor completely. 
No overhead, nothing, iust as I bought it from one of the brassmills, 
the German part actually cost, me less by 3 mills than the/ actual raw brass'.-'":' ''••-" ", - >: - " ''" ":.'•• . ' ••-•'••• : :- ' 
; 'I sent it to the braasmilla and they can't figure it but to this day: ' "'

• i. •• M..V '»||1 ,ij; »i,lj;nr i'! ,!l nlfl I •' !••'". I i- - •'•<• • '• • • .-HIM



322

IMPACTOF IIIPOUT8 ON U.S. LNUUBTuV AND EMPLOYMENT

'.• Mr. DXNT: Yetyou were told, if I remember right, in your tvstimony 
here, by the special representative of tho United States, on tlio trade 
agreements, you were told that the American linns, both largo ami 
small, have shown themselves able to compete effectively with imports.
•'-Mr. HOOHMAN. That is right. I have the original right hero.

• Mr. DXNT. You were told that we have a surplus of trade over tho 
number of years and the productivity of efficiency of U.S* firms "have 
enabled them to compete against imports, although such imports uro 
produced abroad with government assistance and with lower wn<ros." 

Did you, in any way, try to give them samples such as you have given 
us to snow-—- • •• • i »•'•..;••• • • - !

• .MivHocHMAN. Yes, I did.
.-:Mri,'DBNT. That the differentiation of productivity has been wiped 
out by;both the ability.of the other persons to perform this production 
today, where he could not a year or 10 years ago, or 15 years ago, uncl 
the fact that our wage levels are up ?
•• Mr* HOOHMAN. Of course, itds pretty hard to talk to someone who*o 
basic philosophy, is so completely different than what you are trying 
to expound here, because their main -job is to lower tariffs.
•1 My-main .job is to make suro'that we get a correct dumping law, ami 
to not lower; the tariffs or at least, for God's sake* keep it the sumo. 1 nm 
not even asking abouc raising tho tariffs but at least keep them tho siuno.
•nit they lower.it, then I* just don't know where most of tho Ameri 
can manufacturers are going to go, bocauso no one is going to buy our 
product, if they oan'buy it that much cheaper, a comparable product, 
and .the European quality is as good as ours.

In fact, in some places, it might even be slightly butter, for the sako 
of .argument*-: . =-. I •. •

Mr. DENT. You note that tho legislation that you nro test ifyins* on 
has a new departure all together Irom the antidumping laws and the 
so-called appeals to the Tariff Commission, and so on. 
. i Mr." HOOHMAN. 'That is right.,

Mr. DENT. Our approach is that the eventual loser in nil of (his is 
the community.

Mr. HOOHMAN. That is right;
,, Mr.,DENT, So therefore, we brought the community in as :i pcti- 
tioner before the Secretary of Labor or to the President of tho United 
States, or to the Congress, •,. ':

In other words, we are hoping that the merchants in town who be 
lieve-that/they are profiting and benefiting ifrom soiling a higher 
markup product which is .imported, and as you well know, that as 
soon as the American competitor is driven out of the market, tho pi-ion 
of the foreign product goes up not only to this price that tho former 
American price was, but in many cases on beyond that price.

Mr. HOOHMAN. Well, after——
Mr. DENT. The merchant is tho biggest loser in the whole gamut 

of American losses.
Mr, HOCHMAN..That is right. Nov.' after talking to this gentleman 

f&'om the Agency of International Development', I was so mad wln-u 
I left here and went to Europe, about 2 weeks later, I talked to some 
pi; ;the .companies about my problem, and they camo up with a sola-
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for moithal'thoy would make automation.equipment for mo and 
•far mint her. rubber company, & large rubber- company jin Europe, if 
J. was interested, :;.•.••••' •• . ' • < • • ,,;•, .ir">v.;;

Kow I Was so jncenseti-at'the idea tlu»t tho Aniorican'Government 
tuld rn&.to buy. foreign that I disregarded an Aniorican firm, whose 
price was twice as high:as thaimported, and i bought European, auto- 
<n:itio!i equipment,.which wilibe in hi about 2 or tt months, and vrhioh 
will replace about'sig girls.. *n >•;•• • "• • • • • " • »• i-Mwt 
". Xow •where? uro those girls going: to go?.Now all I am saying is'•»••'•{ 
<!-Afi:,'J)sNTt'-Thii'Job Uorps, 11 think. • - : • • •. •'.' Mii.:'".1 P <1

Mr, HOCHMAN. Probably, this is the p^int thai \vc f«ce.- If-I don'fc 
buy this automation equipment, then within a year or two, I wilHiave 
to lay of? about 40 people. If I buy this equipment, I might-be-able to 
last Ottt2'yeirs,tmayb9 at least until ifoe ena of the dumping,'tp find 
out j-ast.wnafc.^s goingto happ,onl •••• 'H; ••' • <• -.1 M-»"-. ,'•'.! »•••»

And this is the problem, not bnlyil am. facing, but many-small

•they 
' • Small tt«s cannot do that. I think Senator Spnrkman'is having 
n'conumttaa hearing, in fact, in Mobile, on this snme-thingjl where"
•does small business come in in export? ' "'' ' :" '• • .-' r:i -' "• '•;"'•.' l" il

• Our* export- markets 'liave disappeared. At 'One time,-1 said to1 the 
trfldc negotiator of • the -Kennedy • round, "If you are lotting these 
imjxM'ts'come'hi at eight.and a half porcenty duty, and I lose''ihyl 
customers, why can't you'try and recnptiire'some or this.volume by
•doing-export?"i'j'! v(' t t->i!.'Mr-i> >..!'.i-i .i .'.•.' ••;• • n .•;•:! '<:

He said, "You can." I said, "I can't" because I have 20 to 200'per-'
•cent duty against me; I can't export. >! '-' 1 """ )•" •' , '' -'r/: •'"•'• • 'Mi/1

• "So we are1 letting them'come in to'ruin our'markcts, but they, have1 
prevented "us from going, after their" markets, their consumer itenia 

Mr. DENT. Of course, the trap that the American industry L& get 
ting into is the promise held out thft'the Kennedy round is going-to 
make markets for them overseas. . . .-i:::;".•.:.-, <uii 

Mr. HOCHMAN. It, can't make markeis. ' ' ' ' •• •''•''' [ \ -' ( \' 
1 Mr.' DBNT. But it'will 1 never make them as long' as we have'an 

American Fair Labor Standards Act which increases wages and-cutd
•down the number of hours permissible per week, because'no other
•country in'the'world has Such restrictions. ; •''' ''• _'•' - J i 
' Mr. HOCHMAN. 'Well, if the' Aiherican. Governmont tells1 industry 
what we have to pay our'labor, and then cuts off our markets which' 
increase common markets'all ovef, including I he FTAond EEC'and 
now the South'American1 markets,' 1 you ; just don't have, any' markets'
left. • ' •''! '•;••' ! »f:.»/-icl j[" •-••".•• •!'•:••• '• •••••; • < ! "-'i>lJ.

Mr. DBNT. Thank you very kindlyt, Mr; Hochmnn. • ; !l '"'' •'']•'• 
1 Mr.-HOCHMAN. My pleasure, sin ''.•'•"' ' f .
Mr. DENT. Incidentally,'today I will be making a'presentation on 

the floor of the House 'oh'.gjass^-Americnjvmade glass. That industry 
h»».s been a long suifering'industry:"' '•'• ., •' •• '••••::• f -"it iii.yi: 
' Vouro is a new one: ! *.i''''"' -' > ! • '>• •• .<• " ' ••) ' i; ' '•">'• •»!•"! fl-'l T

gr. :I-referr6d to the glasa and to'the ccramiti'indt/s'tiy 
in my le'tter to the trade negotiator. 

Mr. DENT. I noticed.
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IMPACT OJT mi'OKTB ON' U.H. INDUATItr AND KMPLOYMKNT 33!)

Mr. HOOJUMAN. A couple of times and 1 did not gv»t a reply from 
them.

Mr. DENT. The next hewing will be tomorrow morning, wltvii \\o 
will have the reprcsoiituLivos of the watch and footwenr indusl.rics.

The meeting will stand adjourned, until 10 o'clock tomorrow 
morning.

Thank you, Mr. Ilocliman.
Mr. HOCIIKAN. Thank you, sir.
(Whereupon, at 12:20 p.m., (lie subcommittee adjourned, lu ix>- 

convene at 10 a.m., Wednesday, May 3,1007.)



H.R. 4765
To amend the Tariff Schedules of the United States to impose a duty on tubeless 

tire valves.
STATEMENT OF JOHN E. HALLORAN, PRESIDENT, MICHIGAN KNIFE Co. AND MACHINE

KNIFE ASSOCIATION

SUMMARY OF PRINCIPAL POINTS
1. The Machine Knife Association strongly urges the Congress to approve H.R. 

4765, which would permanently suspend the collection of duties on chipper knife 
steel. Congress has previously passed two temporary reductions of the rate of duty 
on chipper knife ateel. The time has come for a permanent solution.

2? American chipper knife manufacturers, including members of the Machine 
Knife Association, must rely on foreign imports of chipper knife steel as their 
source of raw material. The domestic availability of this peculiar analysis of alloy 
tool steel, which historically has been grossly insufficent to meet the demands of 
American knife manufacturers, has now evaporated completely.

3. Just last year the U.S. International Trade Commission found that the domestic 
supply of chipper knife steel was totally inadequate, and therefore recommended 
the exemption of chipper knife steel from import quotas on specialty steel products. 
The Commission also found that domestic specialty steel manufacturers had demon 
strated little, if any, interest in serving this narrow product market. The President 
accepted the ITC's recommendation, and exempted chipper knife steel from the 
quotas he otherwise imposed on alloy tool steel imports last July.

4. The temporary reduction of duties on chipper knife steel, which Congress most 
recently enacted in 1982 (in Public Law No. 97-446), expires on March 31, 1985. This 
temporary reduction in duties has enabled American chipper knife manufacturers 
to reduce their raw material costs and become more competitive with foreign chip 
per knife imports.

5. Until the first temporary reduction in duties on chipper knife steel was enacted 
in 1980, the entire American chipper knife industry was in danger of extinction. 
Prior to 1980, more than a dozen American companies had ceased or substantially 
curtailed their n... ufacture of chipper knives, in large part because they were 
caught in a squeeze between the lack of a consistent and reliable domestic supply of 
raw material and a duty structure that favored the importation of foreign-made 
chipper knives over the importation of chipper knife steel as a raw material. As a 
result, many American companies that had formerly manufactured chipper knives 
in the United States became distributors of foreign-made knives.

6. If the temporary reduction of duties on chipper knife steel is not extended, and 
those duties rise to their former level, the deterioration of the American chipper 
knife industry will resume. Increased duties on chipper knife steel would not result 
in increased purchases of domestic steel, but instead would result in an increase in 
imports of foreign-made chipper knives.

7. Another short-term temporary duty reduction is not sufficient. American chip 
per knife manufacturers need permanent relief so that they can make long-term 
production, investment and supply decisions. The history of the two previously en 
acted temporary duty reductions clearly demonstrates that permanent elimination 
of the duty on chipper knife steel is not only warranted, but necessary for the 
future growth and health of the American chipper knife industry.

On behalf of the members of the Machine Knife Association and their American 
workers, I strongly urge Congress to enact H.R. 4765 and thus grant permanent 
duty relief to the American chipper knife industry.

STATEMENT

/. Introduction
My name is John E. Halloran. I am the president of Michigan Knife Co. of Big 

Rapids, Michigan, and Springfield, Oregon. Michigan Knife Co. employs approxi-
(325)
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mately 170 workers, to whom it pays wages and salaries which exceed $2.6 million 
annually. Chipper knives and related products account for more than 80 percent of 
Michigan Knife Co.'s business. If the existing reduction of duties on chipper knife 
steel—our principal raw material—is not extended, those sales, and the jobs they 
create, will be in serious jeopardy.

The Machine Knife Association, of which I am president, was created in 1882 and 
represents companies from around the country that are engaged in the manufacture 
and sale of machine knives and related products to the wood industry. Our members 
have manufacturing and distribution facilities in many states, including Illinois, 
Kentucky, Louisiana, Massachusetts, Michigan, Mississippi, New York, Ohio, 
Oregon, Pennsylvania, South Carolina, Texas, and Washington. A list of members of 
our association and the locations of their facilities is attached to my statement.

I have been personally engaged in the wood knife industry for almost twenty 
years, the last ten of which nave been as president of Michigan Knife Company. 
Both as president of the Machine Knife Association and as president of one of the 
largest American manufacturers of chipper knives, I am convinced that a perma 
nent suspension of the duty on chipper knife steel, as provided for by H.R. 4765, if! 
necessary to enable the American chipper knife industry to grow and prosper in the 
face of the intense competition that our industry faces from imports of foreign-made 
knives.
//. The Chipper Knife Industry

Chipper knife steel is designed solely for the manufacture of industrial knives 
that are used by paper manufacturers, lumber mills, and other forest products com 
panies to chip timber and wood into pulp, chips, and other wood fiber products. 1 
Wood chips are used to manufacture paper and corrugated boxes, to treat sewage, in 
landscaping, and for an incr-jsin,; -anety of other purposes. Wood chips are also 
being used increasingly as an energy source for industrial power plants.

There are now four major American chipper knife manufacturers in the United 
States, including Hannaco Knives & Saws, Inc., Michigan Knife Co., R. Hoe & Co., 
Inc., and Simonds Cutting Tools. These firms employ hundreds of workers in the 
production of chipper knives. Many more people are employed in administrative and 
sales positions with these firms.

Michigan Knife Co., like other American chipper knife manufacturers, supplies 
hundreds of customers in the paper, forest products, and lumber mill supply indus 
tries. Our customers include such major forest products companies as Boise Cascade, 
Champion Building Products, Georgia-Pacific, International Paper, Louisiana-Pacif 
ic, St. Regis, Union Camp and Weyerhauser. Chipper knives are also consumed by 
public agencies, including small towns and villages, that use small wood chipping 
machines for tree-limb removal and disposal.

American chipper knife manufacturers face fierce competition from imports of 
foreign-made chipper knives. Because of this fierce competition, American chipper 
knife manufacturers cannot survive, even in their home markets, unless they keep 
their production and raw material costs as low as possible.

Until 1980, when the first reduction in chipper knife steel duties was enacted, 
American chipper knife manufacturers /ere seriously disadvantaged by a major dif 
ference in the rate of duty on imported chipper knife steel as compared to the rate 
of duty on foreign-made chipper knives. Before the first temporary duty legislation 
passed, the rate of duty on chipper knife steel was more than 12 percent whereas 
the rate of duty on foreign-made Knives was less than 5 percent.

Given that chipper knife steel represents the major cost (from 70 to 80 percent) in 
the manufacture of chipper knives, this difference in duty—of more than 250 per 
cent—gave foreign knife manufacturers a competitive advantage that almost put 
them beyond reach.

As a result of this disparity in duties, more than a dozen American knife manu 
facturers left the chipper knife market, moved their production facilities overseas, 
were acquired by foreign concerns, or became distributors of foreign-made knives.

In 1980, Congress and the President helped alleviate this unfair discrimination 
against American chipper knife manufacturers by temporarily reducing the rate of 
duty on chipper knife steel to 4.6 percent, which was then the rate of duty on im 
ported foreign-made knives. 2 Similar legislation was enacted in 1982, which reduced

1 Chipper knife steel is classified under Item 606.93 of the Tariff Schedules of the United 
States (TSUS). The chemical description of chipper knife steel, which appears in Headnote 2 
(viii) of Schedule 6, Part 2, Subpart B of the TSUS, was developed by commodity specialists at 
the ITC after imports of chipper knife steel were exempted from the then-existing quotas on 
specialty steel in 1978.

2 Pub. L. No. 96-609 (H.R. 5047), § 113,94 STAT. 3557 (Dec. 28,1980).
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the rate of duty on chipper knife steel, in stages that were approximately equal to 
the rate of duty on foreign-made chipper knives, until March 31,1985.s The current 
temporary rate of duty on chipper knife steel is 4.0 percent ad valorem.
///. Tke ITC's Investigation of Chipper Knife Steel in 1983

Shortly after the most recent temporary reduction in chipper knife steel duties 
was enacted, the U.S. International Trade Commission commenced an investigation 
of all imports of specialty steel, including tool steel, under Section 201 of the Trade 
Act of 1974.4 In the course of its investigation last spring, the ITC received a sub 
stantial amount of testimony and other evidence regarding the lack of a domestic 
supply of chipper knife steel for American knife manufacturers.

After two sets of hearings and the accumulation of extensive evidence, the ITC 
determined that, although import quotas or increased duties ought be imposed on 
other grades of specialty steel, chipper knife steel should be exempted from such 
restrictions, because, in the unanimous opinion of the ITC, there is an insufficient 
domestic supply of chipper knife steel and a lack of interest, on the part of domestic 
steel companies, in supplying chipper knife steel to American knife .producers. 5

For examples, in his recommendation to the the President, ITC Chairman Alfred 
Eckes stated that, for chipper knife steel and two other narrowly defined grades of 
tool steel:

* * * there is either no domestic production or insufficient domestic production to 
meet the demands of consumers. Most importantly, the domestic industry h&s exhib 
ited little, if any, interest in serving these market niches.6

Similarly, Commissioners Paula Stern and Veronica Haggart reported to the 
President that chipper knife steel * * * can apparently not be supplied in sufficient 
quantities at a price which is not well in excess of the market price for imports in 
the U.S. market. Testimony and submissions in the present and former specialty 
steel investigations indicate that chipper knife steel's unucual chemistry ana varied 
product form make it undesirable for U.S. producers to enter the market. Further 
testimony cited repeated and unsuccessful efforts by the consumers of this product 
to attempt to develop domestic sources for the material.7

Based upon these unanimous recommendations by the ITC, President Reagan, in 
imposing quotas upon imports of other grades of tool steel, specifically exempted 
chipper knife steel from such quotas on the ground chipper knife steel is either not 
produced in the United States or is produced in such small quantities that an ex 
emption would not have an adverse impact on the domestic industry.8

These unanimous conclusions of the ITC and the President, after thorough inves 
tigation and numerous opportunities to receive contrary evidence from the domestic 
specialty steel industry, dramatically confirm what American chipper knife manu 
facturers have known and have been saying for many years: they cannot rely upon 
a domestic supply of chipper knife steel and will not survive unless they can obtain 
their raw material from overseas at the lowest possible price.
IV. There Is No Longer Any Domestic Supply of Chipper Knife Steel

It appears that there is no longer any domestic supply of chipper knife steel. Al 
though the domestic supply of chipper knife steel has not, for many years, been ade 
quate, reliable or consistent, such domestic production as formerly existed has ap 
parently evaporated entirely. A survey of the four significant American chipper 
knife manufacturers indicates that not one of them has purchased or ordered chip 
per knife steel from a domestic source since 1982, other than a few sporadic pur 
chases of small quantities of chipper knife steel that domestic suppliers were liqui 
dating from their inventories.

Not one of these American chipper knife manufacturers has even been ap 
proached, within the past two years, by a domestic steel company seeking to sell 
any substantial quantity of chipper knife steel.

A dramatic demonstration of the lac!' of interest in chipper knife steel on the part 
of domestic steel suppliers is that during the course of the ITC's investigation last 
spring, right in front of the ITC commissioners, the American chipper, knife manu-

3 Pub. L. No. 97-446 (H.R. 4566), § 142, 96 STAT. 2342 (Jan. 12, 1983).
«In the Matter of Stainless Steel and Alloy Tool Steel, Inves. No. TA-201-48 (U.S.I.T.C., 1983). 
5 Stainless Steel and Alloy Tool Steel, Report to the President on Investigation No. TA-201- 

48, USITC Pub. 1377 (May 1983XhereinaOer referred to as the "ITC Report").
• ITC Report at 55. 
7 ITC Report at 48.
• Presidential Proclamation 5074, 48 Fed. Reg. 3323 (July 21, 1983). In 1978 President Carter 

had exempted chipper knife steel from a previous set of quotas on imports of specialty steel 
Presidential Proclamation 4559,43 Fed. Reg. 14433 (April 6,1978).
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facterers presented their specifications for chipper knife steel to the domestic tool 
steel suppliers and their repres-c-iviatives. Not one company has ever responded to 
those specifications. 9

Previously, in May 1982, Michigan Knife Co. had sent inquiries to eight domestic 
specialty steel producers, including every domestic company known to have pro 
duced chipper knife steel at any time within the previous ten years. Only two firms 
responded at all, and neither one of them was able or willing to offer prices or 
terms there were competitive with foreign sources of chipper knife steel. 10

In sum, we are not aware of any current or planned production of chipper knife 
steel by any domestic too! steel producer, and not one domestic tool steel supplier 
has sought to sell chipper knife steel to the American chipper knife industry within 
the past two years.
V. The American Chipper Knife Industry May Disappear If Duty Relief Is Not Made 

Permanent.
The previous temporary legislation to reduce duties on chipper knife steel has 

helped arrest the decline of the American chipper knife industry, but permanent 
relief is necessary for American knife manufactu"ers to ensure their ultimate sur 
vival.

At the hearings before the ITC last spring, ana in sworn affidavits that were sub 
mitted to the Commission as part of its investigation, each American chipper knife 
manufacturer indicated that, if it could not obtain chipper knife steel from abroad, 
it would almost certainly be forced to cease the manufacturer of chipper knives in 
this country.' * The choice is not between domestic and foreign chipper knife steel. 
It is between having an American chipper knife industry or relying solely upon im 
ports of foreign-made knives.

Although we are grateful to the Congress and to the President for the temporary 
relief we have already been granted, the expense and uncertainty associated with a 
series of temporary duty reduction bills is so substantial that they prevent Ameri 
can knife manufacturers from making long term plans for investment, production 
capacity, and marketing.

Temporary duty legislation as to chipper knife steel has either been under consid 
eration or in effect for more than five years. 12 During that time, the Congress and 
the Executive Branch have found (as did the ITC last spring) that there is not an 
adequate domestic supply of chipper knife steel. At present it appears that there is 
not any domestic supply of this raw material nor any prospect that one will materi 
alize in the foreseeable future.

Under these circumstances, the collection of duties on chipper knife steel should 
be permanently suspended. A continuation of temporary relief would be unfair to 
American knife manufacturers since they have, at considerable expense, proven 
time and again, over a period of years, that they cannot survive in the absence of 
duty relief. Similarly, the imposition of any duty on chipper knife steel would be 
unfair and counter-productive, since it would not benefit any domestic industry but 
would instead impose an unnecessary cost upon American chipper knife manufac 
turers in their struggle to compete against imports of foreign made knives.
VI. Conclusion

The history that has accumulated during the previous two temporary duty reduc 
tions and the findings of the U.S. International Trade Commission during its inves 
tigation of chipper knife steel imports last spring are a compelling basis upon which

9 See Stainless Steel and Alloy Tool Steel, Post-Hearing Brief On Behalf of the Machine Knife 
Association and Michigan Knife Company, ITC Inves. No. TA-201-48 (Remedy Phase) (April 11, 
1983) at 3-4 and Exhibit A.

10 See Stainless Steel and Alloy Tool Steel, Pre-Hearing Brief On Behalf of the Machine Knife 
Association and Michigan Knife Company, ITC Invest. No. TA-201-48 (Injury Phase) (Feb. 2, 
1983) at 18-19 and Exhibit H.

'' See Stainless Steel and Alloy Tool Steel, Pre-Hearing Brief On Behalf of the Machine Knife 
Association and Michigan Knife Company, ITC Invest. No. TA-201-48 (Injury Phase) (Feb. 2, 
1983) at 14-23 and the affidavits contained in Exhibit G, as well as the transcript of the testimo 
ny given before the ITC on February 9, 1983, by representatives of three of the largest American 
chipper knife manufacturers at TR. 262-63.

12 The first bill to suspend duties on chipper knife steel was introduced in the 95th Congress 
on June 12, 1978 (H.R. 13094). Since that time there have been four sets of hearings on chipper 
knife steel legislation. In the 96th Congress, hearings were held before the House Trade Subcom 
mittee on July 27, 1979, and before the Senate Internationa! Trade Subcommittee on February 
5,1980. In the 97th Congress, hearings were held before the House Trade Subcommittee on June 
15,1981, and before the Senate International Trade Subcommittee on July 21,1982.
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Congress can and should permanently suspend the collection of duties on chipper 
knife steel.

For the reasons described above, the Machine Knife Association and its members, 
including Michigan Knife Co., strongly urge the Congress to enact H.R. 4765.

CHIPPER KNIFE MANUFACTURERS AND MEMBERS OF THE MACHINE KNIFE ASSOCIATION
WHO SUPPORT H.R. *765

Bolton-Emerson, Inc., Lawrence, Massachusetts; Philadelphia, Pennsylvania; Seat 
tle, Washington.

Detroit Edge Tool Company, Detroit, Michigan.
Hannaco Knives & Saws, Inc., Monroe, Louisiana; Greenville, Mississippi; Eugene, 

Oregon; Florence, South Carolina.
Lancaster Knives, Inc., Lancaster, New York; Portland, Oregon.
Michigan Knife Company, Big Rapids, Michigan; Springfield, Oregon.
The Ohio Knife Company, Cincinnati, Ohio; Portland, Oregon.
R. Hoe & Co., Inc., Birmingham, Alabama; Scarsdale, New York; Portland, 

Oregon.
Simonds Cutting Tools, Chicago, Illinois; Shrevesport, Louisiana; Fitchburg, Mas 

sachusetts.
U.S. Knife Co., Division/Bohler Bros, of America, Houston, Texas.
The Wapakoneta Machine Company, Wapakonet?, Ohio.

COLUER, SHANNON, RILL & SCOTT, 
Washington, DC, March 27,1984.

Hon. DAN ROSTENKOWSKI,
Chairman, Committee on,.Ways and,Means, House-of-Representatives, Washington,~"BC.

DEAR MR. CHAIRMAN: The Specialty Steel Industry of the United States vigorously 
opposed H.R. 4765, which would eliminate the duties currently imposed on imported 
chipper knife steel.

U.S. producers of chipper knife steel have been devastated by imported chipper 
knife steel which is either heavily subsidized or dumped. In fact, the Department of 
Commerce has already determined that imports of tool steel, including chipper 
knife, from the Federal Republic of Germany (which accounts for almost half of 
total imports) are being dumped at prices ranging up to 18.41 percent less than fair 
value.

As a result of these unfair trade practices, more than 90 percent of the domestic 
market is now dominated by imports. Ten years ago, United States producers sup 
plied approximately 80 percent of the domestic consumption of chipper knife steel.

In addition, the Multilateral Trade Negotiations agreements, bargained for in 
good faith by our government, and approved by Congress, will reduce the duty rate 
on imported chipper knife steel to 6 percent in 1967. The U.S. specialty steel indus 
try wants only to maintain the tariff agreements already negotiated by the U.S. gov 
ernment.

The specialty steel industry of the United States opposes this blatant attempt to 
destroy domestic production of this product. Passage of H.R. 4765 and the subse 
quent additional reductions in the duty on imported chipper knife steel would do 
precisely that.

Very truly yours,
DAVID A. HARTQUIST, 

Counsel, Specialty Steel Industry of the United States.



H.R. 4790 
To suspend for 3 years the duty on crude 8+5 hydroxyquinolines.

CALGON CORP., 
Pittsburgh, PA, March 28, 1984.

JOHN J. SALMON, Esq.,
Chief Counsel, Committee on Ways and Means, Longworth Office Building, Washing 

ton, DC.
DEAR MR. SALMON: I, Joseph A. Fischette, Senior Attorney for Merck & Co., Inc. 

of Rahway, New Jersey, hereby submit the following comments on behalf of Calgon 
Corporation of Pittsburgh, Pennsylvania, a wholly-owned subsidiary of Merck & Co., 
Inc. concerning H.R. 4790.

It is the position of both Merck & Co., Inc. and Calgon Corporation, its subsidiary, 
that H.R. 4790 introduced by Representative Clinger will have an adverse impact 
upon both Merck & Co., Inc. and Calgon Corporation. Merck & Co., Inc., through its 
subsidiary Calgon Corporation, is a domestic manufacturer of crude 8+5 hydroxy 
quinolines; and thus, would be severely impacted by the elimination of import 
duties on foreign crude 8+5 hydroxyquinolines.

Due to the time constraints in filing comments on H.R. 4790, both Merck & Co., 
Inc. and Calgon Corporation hereby reserves the right to file additional comments 
and to appear at any hearing by the Committee on Ways and Means concerning 
H.R. 4790. . . ._. ._. ..

I may be reached at 412/777-8183. My address is Calgon Corporation, P.O. Box 
1346, Pittsburgh, Pennsylvania 15230. Mr. Theodore Zierden, Calgon's Business Di 
rector of the Specialty Chemicals Group may be reached at 412/777-8783. Mr. Zier- 
den's address is Calgon Corporation, P.O. Box 1346, Pittsburgh, Pennsylvania 15230. 
Both Mr. Zierden and myself will be available to answer any questions you may 
have concerning any issues raised in this letter.

Thank you for your cooperation in this matter. 
Very truly yours,

JOSEPH A. FISCHETTE, Senior Attorney.

RUETGERS-NEASE, CHEMICAL Co., INC.,
State College, PA, March IS, 1984. 

Mr. JOHN J. SALMON, 
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth

House Office Building, Washington, DC.
DEAR MR. SALMON: This letter is in response to the request of the Honorable Sam 

M. Gibbons, Chairman, Subcommittee on Trade, Committee on Ways and Means, 
U.S. House of Representatives for written comments en the miscellaneous trade and 
tariff bills, as presented in the press release of March 12, 1984.

(1) I am writing in support of H.R. 4790 (submitted by Mr. Clinger): to suspend for 
three years the duty on crude 8+5 hydroxyquinolines. My name, title, and affili 
ation are: Robert D. Shepherd, Manager, Marketing Research and Development, 
Ruetgers-Nease Chemical Company, Inc., 201 Struble Road, State College, PA 16801, 
Phone: 814-238-2424 (Ext. 63).

(2) This statement is submitted in behalf of my employer, Ruetgers-Nease Chemi 
cal Company, Inc.

(3) Ruetgers-Nease Chemical Company is requesting a three-year .suspension of 
duty on a'crude mixture of 8+5 hydroxyquinoline, the principal raw material which 
we use to produce a new chemical called quinolinic acid. The State College, PA 
plant of Ruetgers-Nease is the only U.S. producer of this chemical, which is used by 
other chemical companies to manufacture two important new chemicals. However, 
we face serious competition from low-priced imports, and the requested duty suspen 
sion on a raw material represents the difference between continued, growing pro 
duction and complete loss of this new business.

(330)
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BACKGROUND

Ruetgers-Nease is a small company with company headquarters, Research and 
Development and principal production facilities in State College, PA. We also have 
small plants in the Cincinnati, OH area and in Augusta, GA.

Research on a new chemical product, known as quinolinic acid, was begun in 
1980. Late in 1981 we were able to elicit serious interest from potential customers, 
and a year later began small scale production. Early last year we began full scale 
production here at our State College plant.

This chemical is now being used by our customers to make a unique pigment, and 
a pesticide—both new products.

The principal raw material which we use in our process is a relatively inexpen 
sive crude grade of 8-hydroxyquinoline, which contains substantial amounts of the 5- 
isomer, as well as the 6- and others. Ruetgers-Nease contacted the U.S. producers of 
8-hydroxyquinoline and attempted to obtain this product from them, but they were 
unable to provide it for us. In all probability, it was simply uneconomic for them to 
produce a moderate quantity of a crude mixture and sell it to us for less than half 
the 8-hydroxyquinoline price.

At length, we were able to locate a source of this material in Europe, available to 
us at a cost which apparently made the q'<inolinic acid project economically viable 
(about $3 per pound, plus freight and duty). We were paying a duty of 13.6 percent 
ad valorem plus 1.7 cents per pound under TSUSA No. 407.16. During the latter 
part of 1983, we were informed by the Customs Service that this material had been 
reclassified, to TSUSA No. 506.4000, and that we would be retroactively charged a 
duty of 16.2 percent ad valorem, plus 1.7 cents per pound.

There are no other U.S. producers of quinolinic acid, and we are unaware of any 
plans by other chemical firms to enter that marketplace. However, even as we per 
fected our process and product during 1983, low-cost foreign competition developed, 
one located in the, Netherlands,_the_other-in Japan. Using-different processes, and 
operating under different economic conditions, they are able to offer our customers 
quinolinic acid at very competitive pricing. Furthermore, they pay a duty of only 
13.5 percent ad valorem, under TSUSA No. 406.42.

It would be of very great importance to Ruetgers-Nease to have the duty on crude 
8+5 hydroxyquinoline suspended for three years, as in all probability such relief 
represents the difference between continuation of a successful new venture and the 
total loss of this business, in under one year, to imports. We believe it would also 
benefit our customers to have a strong, competitively priced U.S. supplier of quino 
linic acid; but if we fail to obtain this tariff relief, the price differential would be too 
high for our customers to absorb.

If we are granted this tariff relief, our imports of the crude 8+5 hydroxyquinoline 
are expected to be roughly 1.5 million pounds over the three-year period; if not, our 
imports of this material will probably be zero.

If I may be of any further assistance in explaining our situation, please do not 
hesitate to contact me. 

Sincerely,
ROBERT D. SHEPHERD, 

Manager, Marketing Research and Development.



H.R. 4825
To provide for a temporary reduction in duty on imported fresh, chilled, or frozen 

Brussels sprouts. 
No comments received on this bill.

H.R. 4887
To permit until Jan. 1, 1987, the duty-free entry of magnetron tubes used in micro 

wave cooking appliances.
ASSOCIATION OP HOME APPLIANCE MANUFACTURERS,

Chicago, IL, March 30, 1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: The Association of Home Appliance Manufacturers (AHAM), 

representing the major manufacturers of microwave ovens (see attachment), sup 
ports H.R. 4887, sponsored by Congressman Guy Vander Jagt.

H.R. 4887 would suspend the existing 2% duty rate on imported magnetron power 
tubes (TSUS Item 684.28), a vital component of microwave cooking appliances, for a 
period of three years. Although these components were manufactured in the United 
States at one time, there are presently no domestic producers of the product. To the 
best of AHAM's knowledge, all domestic manufacturers of microwave ovens pur 
chase magnetron power tubes from foreign sources.

We estimate that our industry imported approximately 4 million magnetron tubes 
in 1983, representing a value of approximately $65 million annually. The duty rate 
for this component is already scheduled to be phased out by January 1, 1987, as a 
result of the last round of multilateral trade negotiations. H.R. 4887 merely ad 
vances the date upon which the duty will be eliminated.

The appliance industry is among the most competitive in the country. The market 
for microwave ovens has been growing at a dramatic pace. Elimination of the tariff 
on imported magnetron tubes will remove an unnecessary cost and permit manufac 
turers to be even more competitive in the future. Removal of the tariff will also ben 
efit American consumers, who ultimately pay for the tariff.

AHAM would not oppose minor modifications to the bill, as long as it remains 
clear that the duty suspension applies to microwave oven magnetron power tubes.

We urge the Committee on Ways and Means to act favorably on H.R. 4887. 
Sincerely yours,

M. KENT ANDERSON, 
Vice President, Government Relations.

MANUFACTURERS OF MICROWAVE OVENS
O'Keefe & Merritt; Tappan .Company; General Electric; Magic Chef; Admiral, Di 

vision of Magic Chef; Panasonic Company; Quasar Company; Maytag Company; 
Hardwick Stove; Jenn-Air Corporation; Riccar America Company; Roper Corpora 
tion.

Sanyo Electric; Toshiba America; Whirlpool Corporation; Frigidaire Company; 
Gibson Appliance; Kelvinator Appliances; White-Westinghouse Appliance.

. STATEMENT OF THE MAYTAG Co.
The Maytag Company of Newton, Iowa, is a major manufacturer of household ap 

pliances which are distributed nationwide. Products manufactured by Maytag in 
clude clothes washers, clothes dryers, dishwasher, and food waste disposers. May- 
tag's Hardwick Stove Division located in Cleveland, Tennessee, manufactures and 
distributes microwave ovens as well as gas and electric ranges and gas grills. H.R. 
4887 directly affects operating costs associated with the production of microwave 
ovens.
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The Maytag Company strongly supports H.R. 4887, introduced by Representative 
Vander Jagt, which permits, until January 1, 1987, the duty-free entry of magne 
tron tubes used in microwave cooking appliances.

This legislation is necessary because of the fact that Japanese manufacturers 
have taken over the U.S. market for production of this essential component product. 
According to the Association of Home Appliance Manufacturers, there is today no 
domestic manufacturer of this type of magnetron tubes.* Hardwick and other do 
mestic manufacturers of microwave ovens must purchase magnetron power tubes 
from foreign sources as component parts which they use in the production of micro 
wave ovens.

The U.S. appliance industry is among the most competitive industries in the coun 
try. Within this industry, the market for microwave cooking appliances has been 
growing at a dramatic pace. As indication of a degree of competition which current 
ly exists, Underwriters Laboratory (U.L.) lists 46 companies which manufacture or 
market microwave cooking appliances for household or commercial use. These prod 
ucts, of course, are manufactured both domestically and overseas. It is clear that in 
order for domestic manufacturers to remain competitive in a highly competitive 
international market, they must have the ability to produce at the lowest possible 
cost consistent with quality standards.

H.R. 4887 'vould suspend the existing rate of duty on imported magnetron tubes. 
The U.S. appliance industry estimates that about 2.8 million magnetron tubes were 
imported into the United States in 1982. The total value of these imports amounted 
to $45 million in 1982. Therefore, removal of the duty on magnetron tubes would 
result in a savings to domestic manufacturers of nearly $1 million annually. It is 
important to note that during the last round of Multilateral Trade Negotiations it 
was agreed that the rate of duty applicable to component parts of cooking appli 
ances would be phased out by January 1, 1987. This legislation merely advances the 
date upon which the duty applicable to magnetron tubes will be eliminated in recog- 
nition_pf the fact that there is no longer any domestic manufacturers of this highly 
specialized product.

The Maytag Company believes that there can be no rationale for imposing a tariff 
when no domestic production exists. Adoption of H.R. 4887 will permit domestic ap 
pliance firms to purchase this essential component at a lower cost, thereby enabling 
them to be more competitive. Most importantly, removal of this tariff burden will be 
beneficial to American consumers who ultimately pay for such tariff in the form of 
higher prices.

Maytag, therefore, respectively urges the Subcommittee to act favorably and expe- 
ditiously on H.R. 4887.

STATEMENT OF MAGIC CHEF, INC.
Magic Chef is one of the largest producers of a full line of household appliances 

and heating equipment which are sold nationally. Included in the product line are 
microwave ovens. We are forced to buy the magnetron tubes for these ovens from 
foreign sources, principally Japan, because there are no products of this type manu 
factured in the United States.

H.R. 4887 was introduced by Representative Guy Vander Jagt. Although no defin 
itive figures are available on the import of these tubes, the appliance industry esti 
mates that about 2.8 million units were imported into the United States in 1982 at a 
total value of approximately $45 million. Sales of this product are rising sharply, 
and by the end of 1984 they will be approximately double, those figures.

The duty at present is lVz% and it will be phased out under the Multilateral 
Trade Negotiations by January 1, 1987. It seems an undue burden to continue the 
duty until that date. A collateral topic is that the Japanese are taking a very sub 
stantial part of our microwave oven business away from us on the basis of low costs 
and this additional duty imposes a further burden.

Magic Chef respectfully requests the Subcommittee to act with all speed in .pass 
ing H.R. 4887.

* The Maytag Company does not oppose refining H.R. 4887 for the purpose of insuring that 
magnetron tubes used in applications other than microwave appliances are not covered.



H.R. 4891 
To provide duty-free treatment to certain cresylic acid.

SHERWIN-WILLIAMS Co., 
Cincinnati, OH, March 29, 1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: This statement is in response to the Subcommittee on Trade's 

request for written testimony regarding certain miscellaneous tariff and trade bills. 
Of special concern is H.R. 4891 which would provide for duty-free treatment to cre 
sylic acid. Section 1 of this bill would create a new tariff schedule 401.25 which 
would create duty-free status for phenol, cresols and xylenols with impurities of 1% 
or less. We strongly oppose the enactment of this legislation.

In particular, we oppose the proposal to grant duty-free status to cresols of 99% 
purity or less. Enactment of this proposal would essentially nullify existing tariff 
schedule 402.28 which sets forth duties for cresols with a purity of 75% or more. 
The net result would be to provide duty-free treatment to all cresols (meta-, para-, 
ortho-, or their mixtures). This would open the door even wider for further erosion 
of the business of an American supplier and the continued loss of employment for 
American workers.

The Sherwin-Williams Company is a manufacturer of mixed and para cresols. 
.Since_19.81..the.price cm para cresols has been continually dropping from a one-time 
high of $1.46 per pound fre'ighTon board (F.O.B.) Chicago to the 1983 Hat price for 
para cresol of $1.15 per pound F.O.B. Chicago. Since 1981 the employment by the 
Sherwin-Williams Company has decreased about 40% in the oresol manufacturing 
area. Further intrusion into the U.S. market of low cost cresols could in fact cause 
the closing of the Sherwin-Williams facility.

We strongly oppose the enactment of H.R. 4891 and will be pleased to send you 
additional information further detailing the adverse impacts which the enactment 
of this legislation would have upon the Sherwin-Williams Company. If you have any 
questions, please feel free to contact me directly or our designated representative, 
Randolph J. Stayin, Taft, Stettinius and Hollister, 21 Dupont Circle, N.W., Suite 
600, Washington, DC 20036, (202) 223-6851. 

Sincerely,
KENNETH H. WILKINSON, 

Director, Industry and Government Affairs.
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H.R. 4899
To suspend the duty on acetylsulfaguanidine until the close of Dec. 3, 1986. 
See comments of Hon. Cooper Evans at p. 269, and Salsbury Laboratories, Inc., at p. 

269.

H.R. 4901
A bill, superseding H.R. 3299, to amend the Controlled Substances Act, the Con 

trolled Substances Import and Export Act, and the Tariff Act of 1930 to improve for 
feiture provisions and strengthen penalties for controlled substances offenses, and for 
other purposes.

No comments received on this bill.

H.R. 5010
A bill relating to the tariff treatment of zinc-bearing ores, zinc dross and skim- 

mings, zinc waste and scrap, unwrought zinc, and certain zinc-bearing materials.
See also comments of Lead-Zinc Producers Committee at p. 273, and National 

Association of Recycling Industries, Inc., at p. 278.
HECLA MINING Co., 

Wallace, ID, April 30,1984.
Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade, House Committee on Ways and Means, Long- 

worth House Office Building, Washington, DC.
DEAR MR. CHAIRMAN: I write this short letter in support of H.R. 5010, a bill intro 

duced" by~Congressman~ DonrPease. 'This' is-in-response to-your -Subcommitt^e-on- 
Trade Notice No. 29 regarding certain tariff and trade bills, and I have separately 
sent six copies to John Salmon.

My company, Hecla Mining Company, fully supports passage of this legislation, as 
we believe a suspension of the tariff on slab zinc will help to keep zinc mines in the 
Pacific Northwest competitive on the domestic and world scene. There is no zinc 
smelter in the United States close enough to mining properties in the Northwest 
capable of processing our concentrate production and able to make transportation 
arrangements for smelting on a profitable basis. Our only practicable outlet for zinc 
concentrates is the Cominco smelter at Trail, British Columbia, Canada. Any duty 
imposed on slab zinc imports hurts mines shipping to Canada because the United 
States is the normal market for the slab zinc produced from our concentrates and 
slab zinc duties are passed back to the mines in one form or another.

We have no objections to other provisions in H.R. 5010, which make permanent 
long-standing duty suspensions on zinc-bearing ores and concentrates. This should 
accommodate the existing zinc smelters in the United States. The zinc smelting in 
dustry should not oppose the suspension of the 1.7 percent duty on imported slab 
zinc, as the industry is simply not in a position to meet domestic demand. We be 
lieve H.R. 5010 will actually increase domestic employment by restoring the viabili 
ty of our mines and perhaps others. 

Sincerely,
WM. A. GRIFFITH, President.

STATEMENT OF R.M. COOPERMAN, EXECUTIVE DIRECTOR, INDEPENDENT ZINC ALLOYKRS
ASSOCIATION, INC.

The Independent Zinc Alloyers Association, Inc. (IZAA), 900 Seventeenth Street, 
N.W., Washington, D.C., represents approximtely 65 percent of the production ca 
pacity of zinc alloy sold in the United States to the castings and forgings industries. 
Companies,-virtually all small businesses,.are.located.in twelve states.

In the interests of equitable treatment of zinc imports for the metal producing 
segments of the industry, we support H.R. 5010 and oppose H.R. 4443.
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It is constructive to permit zinc ores, dross and skimmings, waste and scrap and 
unwrought slab zinc to come into this country without duty. There have been nine 
years of suspension of the diminimus duty on ores. Our continued reliance on for 
eign ores and concentrates dictates that this duty should be permanently suspended.

The duty on unwrought slab zinc has never been suspended. In recognition of pur 
reliance on foreign slat) zinc, this duty should have a three year trial suspension.

Within the recent past the U.S. has been a net exporter of zinc ores and concen 
trates. Some of this exported material is for tolling and uses foreign smelting oper 
ations including labor. Nevertheless, ores and concentrates should come into this 
country duty free. It is an essential raw material for a segment of the zinc produc 
ing industry; just as slab zinc is an essential raw material for a segment of the zinc 
producing industry and both should be allowed to enter the U.S. duty free.

Independent alloyers conduct trade in a worldwide market as a matter of every 
day business and find no reason for a further extension of the duty on ores. It 
should be ended.

It gives no advantage to the U.S. or to our trading partners and A only 4.4 tenths 
of a cent per pound. Hardly an effective trade instrument. The minr technical op 
portunity it might offer in a trade action under our laws is inconsenuential because 
our great reliance on foreign ores and concentrates virtually precludes any trade 
action against imports.

According to a study by the Congressional Budget Office for the Congress pub 
lished in August, 1983, the United States was 67 percent reliant upon imports of all 
forms of zinc in 1981. This percentage will not be substantially different for the 
years 1982-1984.

Following is a table of domestic production and import reliance on zinc ores and 
concentrates and slab zinc in 1981:

Metric Ions
U.S. mine production of recoverable zinc........................................................... ' 312,418
U.S. production of slab zinc.................................................................................. > 392,984
Imports of ores and concentrates 'fr«>m which zinc is recovered).................. 2 106,809
Exports of ores and concentra*? ... ............................................................... '49,199
Imports of slab sine........................ ....................................................................... ' 602,694

'Mineral Industries Survey, December, 1982, Table 1, U.S. Department of the Interior, 
Bureau of Mines.

2 Annual-Review, U.S. Zinc and Calcium Industries, Zinc Institute, Inc., 292 Madison Avenue, 
New York, NY. Comparable data is not published by the Bureau of Mines.

Slab zinc is the first stage of refined zinc metal and is produced in several grades, 
chiefly special high grade, high grade, continuous galvanizing grade, controlled lead 
grade, and prime western grade.

The 4.4 tenths of a cent per pound duty on imports of zinc ores and concentrates 
is scheduled under the last round of Multinational Trade Negotiations (MTN) to de 
cline to 3 tenths of a cent per pound in 1987.

There is a duty of 1.7 percent ad valorem on imports of slab zinc, but is is sched 
uled under the MTN to decline only to 1.5 percent ad valorem by 1987.

The table above demonstrates that U.S. reliance on imported ores and concen 
trates and slab zinc was essential to meet the consumption of 834,700 metric tons 
reported by the Bureau of Mines (MIS, December, 1982, Table 4) and for normal 
stocks in inventory and pipeline 1 zinc which were indicated to be approximately 
100,000 metric tons at the end of December 1981, roughly a 45 day supply.

Zinc ores and concentrates are the raw materials from which slab zinc is made by 
producers. Slab zinc is the raw material of zinc alloyers, galvanizers and brass and 
bronze processors. These latter plants produce intermediate products for the casting 
industry, the steel industry, and the foundry industry. Their products become com 
ponents of automobiles, computers, builders' hardware, electronic equipment, elec 
tric utilities, and a long list of other consumer items.

The duty treatment of slab zinc is costly to the American public and does nothing 
to protect the U.S. zinc producing industry.

Since the U.S. penny was converted to a zinc from a copper coin, the U.S. Bureau 
of the Mint has bought thousands of tons of zinc to meet its requirements. On at 
least two occasions as reported in the American Metal Market, November 2, 1983 
and February 28, 1984, the Mint has made purchases from easily identified foreign 
sources. In the first purchase the Mint paid $16,849.93 in duty. On the second occa 
sion the Mint paid $28,275.00 to satisfy the 1.7 percent ad valorem duty.

1 Pipeline material here is considered zinc in transit between production, processing plants, 
and consumers.
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(An inquiry from the IZAA to the Treasury Department to determine total for 
eign purchases is being processed under the Freedom of Information Act. When it is 
received, we will provide it to the Subcommittee.)

The average price of high-grade zinc (the base grade for slab zinc pricing) in 1981 
was 44.99 cents per pound, according to the American Metal Market, the journal of 
record for prices in the industry.
_ Jfall the slab zina.imported,into the,United States in 1981 had been high grade, 
the duty would have cost the public $9,868,800. Since at least 25 percent of the im 
ported zinc was purchased by zinc alloyers who use only special high-grade (shg) 
zinc, which sells at a half-cent premium over high grade, the total duty passed on to 
the public was higher than stated.

The price of slab zinc has risen 39 percent from 38 cents per pound to 53 cents per 
pound over the last eight months.

In 1984, it is estimated, based upon an anticipated average high-grade price of 55 
cents per pound for the year and at least the same level of imports as 1983, 630,000 
metric tons, and a 1.7 percent ad valorem duty, that the cost of this ineffective, vir 
tually punitive duty will be over $11,700,000.

This duty does not keep imported slab zinc out of the United States. Indeed, we 
cannot afford to restrain imports of slab zinc because domestically we produce at 
best only 30 percent of our requirements. Moreover, it would seem reasonable that 
domestic producers would sell all their zinc in a market more than twice the size of 
their production capacity.

In a decision in 1978, the International Trade Commission ruled that imports of 
slab zinc were not a substantial cause of injury to the U.S. producing industry. Nev 
ertheless, since then at least two more zinc producing companies have withdrawn, 
leaving 70 percent of the market to imported slab zinc.

EFFECTS OF DUTY SUSPENSION ON THE INDUSTRY

ASARCO, perhaps the oldest domestic producer of slab zinc, within 15 months has 
gone in and out of the slab zinc business, regardless of the duty. The company has 
recently announced reopening of its zinc producing facilities in Corpus Christi, 
Texas, as a result of concessions from labor unions in recently completed negotia 
tions, and lowered energy costs.

The unnecessary cost effect of the duty on imported slab zinc is felt by the al 
loyers, the galvanizers, and the brass and bronze manufacturers who must import 
vast quantities of slab zinc; the casting and steel manufacturers who process zinc; 
and by the ultimate product consumer who pays the bill.

For now and for the foreseeable future this country is zinc poor and zinc depend 
ent. As independent alloyers, we have a vital stake in the zinc industry here and 
around the world. We have a primary interest in protecting our access to special 
high grade zinc metal. Because of the international scope of our business interests, 
we have had to develop programs and policies that focus on the essential needs of 
this nation for a reliable supply of zinc.

Until the mid-1950s, independent zinc alloyers could purchase most of the special 
high grade metal we needed from domestic producers. There was sufficient smelting 
activity in the United States to meet our needs. Shortly after the Korean War, 
demand increased and a domestic shortage of the metal began to develop. We were 
forced to seek foreign sources and from that time until the present, we have had to 
rely increasingly on foreign metals to meet our needs.

In 1958 there was an attempt to restore the vitality of the domestic industry. By 
Presidential proclamation, annual quotas were imposed on lead and zinc imports. 
These quotas did not work.

From 1959 to 1966, with the quotas in force, domestic slab zinc production in 
creased 29.7 percent but total slab zinc consumption increased 57 percent. In this 
same period, the highest increase in domestic production of special high grade slab 
zinc was 45.5 percent while the highest increase in consumption of special high 
grade was 64 percent both in 1965.

Suspension of the 1.7 percent duty at least will moderate price increases, of. slab, 
zinc;'help make zinc more competitive with other materials; and enable die casters 
to keep people in their jobs for the production of zinc castings for consumer product 
components.

Because of a rising price curve, increasing the costs of the duty to U.S. consumers, 
1984 is the time to redress this unnccessry duty on slab zinc by at least suspending 
it for a three-year period. It is likely, as in the long suspended duty on zinc ores, 
that the suspension of the duty on slab zinc will not affect adversely the U.S. zinc 
industry, but instead will help stimulate increased use of zinc at lower prices.
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SLAB ZINC IMPORTS AND THE INDEPENDENT ALLOYERS

The zinc alloyers perform an extremely vita! step in the process by which zinc is 
converted into or." of the most versatile and useful elements in America today. Zinc 
alloying companies are responsible for assuring a continuous supply of zinc alloy to 
the casling and forging industry. This zinc must be processed from special high 
grade metal bacauae oHts p^rjity^nd_ jthjs m_ejtgj^jm^ 
"available in sufficient quanties in this country to meet the demand.

As a matter of good business and sound economic practices dictated by mining 
and smelting realities in the United States, independent alloyers for the past three 
decades have had to purchase their metal form Canada and Mexico, Peru, Australia, 
European nations, Japan and many other countries.

The United States Tariff Commission reported to Congress, March 1960, after the 
quotas had been in effect 15 months, that they had not proved to be a satisfactory 
means of curtailing imports. The Commission said the quotas were discriminatory in 
their efforts and seriously interfered with normal trade relations.

In May 1962, the Tariff Commission again reported to Congress that two addition 
al years of experience with the import quotas substantiated the earlier conclusions. 
The Commission said the quotas "have not appreciably improved conditions in the 
domestic lead and zinc mining industy."

In 1964 and 1965—with the quotas still in force—the domestic demands for special 
high grade slab zinc could not be met, despite the fact that the zinc producing indus 
try and six years to strengthen itself to meet annual demands under the protection 
of the quotas.

To solve the problem of those two years, legislation was passed to release zinc 
from the national stockpile. Virtually all that was sold was special high grade. 
Without that emergency supply, automobile production would have been seriously 
impeded and the general economy would have suffered.

As a result of the obvious conclusion that the quotas had failed to accomplish 
their purpose and, in fact, posed a substantial boomerang threat against the nation 
al economy, they were removed after the experience of 1964-1965.

Mineral exploration and development are high cost, high risk endeavors. We must 
question whether zinc self-sufficiency is a viable, realistic industrial, economically 
sound and desirable objective.

We oppose the imposition or removal of barriers that interfere with mutual inter 
national cooperation to assure the metal needed to supply American industry and to 
provide American jobs. The IZAA supported, before the Trade Policy Staff Commit 
tee, the suspension of the remaining duties on zinc ores and concentrates and slab 
zinc while at the same time supporting the tariff on other zinc items.

We feel that the U.S. Government should maintain those parts of our internation 
al trade policies that aid and abet a viable segment of any industry.

It is sound, realistic and timely trade policy to permit ores, concentrates and slab 
zinc to come into this country uninhibited by duty and it is economically disadvan 
tageous to permit the free flow of zinc alloys. Zinc alloying is a vital and strong 
segment of the economy. We have developed and supported this policy so that con 
tinued growth can be assured for both zinc alioyers raid zinc die casters. Should the 
zinc die casters be thrown uoon U.S. producers for all of their requirements for zinc 
&-loy, there would be neither the domestic resources nor the dometic in-place capac 
ity to supply their needs.

There is today in the U.S. an ability on the part of independent alloyers to have 
material readily available for instant delivery to die casters so they may provide 
promptly the hundreds of industries they serve with the parts required for con 
sumer and manufacturing businesses.

IZnA members, and all ?,inc alloyers, are primarily concerned with tneir custom 
ers, the die casters. It is the role of the zinc alloyer to provide an assured supply of 
metal ix- our consumers, and to do so we have developed strong bonds with the 
international market.

When U.S. producers began their decline more than a decade ago, the independ 
ent alloyers responded to the needs of the die casters by securing a set aside of the 
GSA stockpile metal for consumers and by funneling increased quantities of slab 
zinc into the domestic industry from foreign producers. As domestic producers shut 
down their plants, we were able to provide the stability of supply to meet the U.S. 
needs. Each time zinc alloyers have faced difficult times because of shortages of slab 
zinc or surges in demand for alloy, they have developed new policies and new tech 
niques for strengthening their position within the structure of the zinc industry and 
with our die casting customers and their consumers.
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As the United States matures in its international trade policies, suspending and 

removing duties where we are in short supply, maintaining or levying duties where 
U.S. investment and jobs can be lost, and our country resumes its position as an 
aggressive world industry leader, it is equitable to assure duty free raw materials 
for zinc producing and alloying industries. Each of these segments of the industry 
are channels of distribution for major quantities of zinc into the rest of the U.S. zinc 
using industrial world.-That-world-should'not'have txTpay a premium ofi.7~percent 
ad valorem on zinc alloy anymore than it should pay a duty on zinc ores.

The IZAA respectfully requests that the Subcommittee report out H.R. 5010.



WRITTEN COMMENTS

(For immediate release, No. 35, Monday, April 23,1984]

THE HONORABLE SAM M. GIBBONS (D., FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, 
COMMITTKE ON WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES 
REQUEST FOR WRITTEN COMMENTS ON CERTAIN TARIFF AND TRADE BILLS
The Honorable Sam M. Gibbons (D., Fla.), Chairman of the Subcommittee on 

Trade of the Committee on Ways and Means, U.S. House of Representatives, today 
announced that the Subcommittee on Trade is requesting written testimony for the 
record from all interested parties on the miscellaneous tariff and trade bills listed 
below.

If written comments indicate any significant controversy over a particular bill, 
oral testimony would be scheduled prior to Subcommittee action.

The bills listed below and the previous list of miscellaneous tariff and trade bills 
included in Subcommittee press release #29 complete all bills to be considered this 
session.

The tariff and trade bills on which written testimony will be received are:
H.R. 2860.—(Mr. Torricelli): For the relief of SSC International, Inc., of Hacken- 

sack, New Jersey.
H.R. 3559.—(Mr. Pease): To improve adjustment assistance for firms under the 

Trade Act of 1974.
H.R. 3983.—(Mr. Heftel, Mr. Dorgan, et al.): Regarding the operation of certain 

duty-free sales enterprises.
H.R. 4178.—(Mr. McKinney): To amend the Tariff Act of 1930 to increase from 

$250 to $1,500 the value of goods eligible for informal entry, and for other purposes.
H.R. 5182.—(Mr. Honker): To amend the Tariff Schedules of the United States to 

clarify the duty treatment of certain types of plywood.
H.R. 5206.—(Mr. Bedell, et al): To authorize the imposition of additional duties on 

swine and pork products of Canadian origin in order to offset competitive advan 
tages resulting from any government subsidy that may be provided to Canadian 
swine producers.

H.R. 5283.—(Mr. Schulze): To suspend until July 1, 1987, the duty on lace-braiding 
machines and parts thereof.

H.R. 5284.—(Mr. Schulze): To suspend until July 1, 1987, the duty on narrow 
fabric looms and parts thereof.

H.R. 5337.—(Mr. Schulze): To amend the Tariff Schedules of the United States 
with respect to the tariff treatment accorded to film, strips, and sheets of acrylic 
plastic materials.

H.R. 5S38.—(Mr. Schulze): To provide for the temporary suspension of the duty on 
mixtures of 5<:hloro-2-methyl-4-isothiazolin-3-one, 2-methyl-4-isothiazolin-3 one, mag 
nesium chloride and magnesium nitrate.

H.R. 5339.—(Mr. Schulze): To provide for the temporary suspension of the duty on 
mixtures of potassium l-(p-chlorophenyl)-l,4-dihydro-6-methyl-4-oxopyridazine-3-car- 
boxylate ("Fenridazon-potassium") and formulation adjuvants.

H.R. 5368.—(Mr. Sundquist): To suspend for a 3-year period the duty on amiodar- 
one.

H.R. 5.389.—(Mr. Vander Jagt and Mr. Frenzel): To temporarily suspend until Sep 
tember 30,1988, the duty on tetra amino biphenyl.

H.R. 5410.—(Mr. Matsui): To extend duty-free treatment to scrolls or tablets im 
ported for use in religious observances.

H.R. 5422.—(Mr. Albosta): Relating to the tariff classifications of certain silicone 
resins and materials.

H.R. 5^&—(Mr. McNulty and Mr. Udall): To provide for the duty-free entry of 
articles required for the installation and operation of a telescope in Arizona.
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H.R. 5436.—(Ms. Oakar): To provide for the duty-free entry of organs imported for 

the use of Trinity Cathedral of Cleveland, Ohio.
H.R. S44S.—CM.T. Conable): To provide duty-free treatment of articles previously 

imported, with respect to which duty was previously paid.
H.R. 5449,—(Mr. Conable): To provide for fast-track treatment of injurious agricul 

tural imports., _.,
"H.R.5453.—(Mr. Gibbons and Mr. Frenzel): To authorize the President to pro 

claim modifications in the rates of duty for certain articles in trade in civil aircraft.
H.R. 5454.—(Mr. Glickman): To extend duty-free treatment to certain tractor 

parts.
H.R. 5455.—(Mr. Glickman): To amend the Tariff Schedules of the United States 

to clarify the classification of unfinished gasoline.
H.R. 54ff2.—(Mr. Livingston): To amend the Tariff Act of 1930 to provide that cer 

tain imports of plywood be admitted free of duty.
K.R. $469.—(Mr. Schulze): To amend the Tariff Schedules of the United States in 

order to establish equitable duty rates for waterbed mattresses, liners, and parts 
thereof.

DETAILS FOR SUBMISSION OF WRITTEN STATEMENTS

Persons submitting written statements should submit six (6) copies of their state 
ments by the close of business Friday, May 18, 1984, to John J. Salmon, Chief Coun 
sel, Committee on Ways and Means, U.S. House of Representatives, Room 1102 
Longworth House Office Building, Washington, D.C. 20515.

Each written statement submitted to the Subcommittee for the record must con 
tain the following information:

1. The name, full address, and capacity of the person submitting the statement (as 
well as a telephone number where he or his designated representative may be 
reached);

2. A list of any clients of persons, or any organization on whose behalf the state 
ment is submitted; and

3. A topical outline or summary of the comments and recommendations in the 
statement.

[For immediate release, No. 37, Thursday, May 3,1984]

THE HONORABLE SAM M. GIBBONS (D., FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, 
COMMITTEE ON WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES 
REQUEST FOR WRITTEN COMMENTS ON A CERTAIN TARIFF AND TRADE BILL
The Honorable Sam M. Gibbons (D., Fla.), Chairman of the Subcommittee on 

Trade of the Committee on Ways and Means, U.S. House of Representatives, today 
announced that the Subcommittee on Trade is requesting written testimony for the 
record from all interested parties on one more tariff and trade bill in addition to the 
previously published list of tariff and trade bills released April 23, 1984 (Subcommit 
tee press release #35).

The additional bill is listed below:
H.R. 5228—(Mr. Gibbons, Mr. Conable, Mr. Vander Jagt, and Mr. Frenzel): To au 

thorize the acceleration of staged rate reductions proclaimed to carry out trade 
agreements.

DETAILS FOR SUBMISSION OF WRITTEN STATEMENTS

Persons submitting written statements should submit six (6) copies of their state 
ments by the close of business Friday, June 1, 1984, to John J. Salmon, Chief Coun 
sel, Committee on Ways and Means, U.S. House of Representatives, Room 1102 
Longworth House Office Building, Washington, D.C. 20515.

Each-written statement submitted to the Subcommittee for the record must con 
tain the following information:

1. The name, full address, and capacity of the person submitting the statement (as 
well as a telephone number where he or his designated representative may be 
reached);

2. A list of any clients or persons, or any organization on whose behalf the state 
ment is submitted; and

3. A topical outline or summary of the comments and recommendations in the 
statement.
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GENERAL COMMENTS

STATEMENT OF DAVID J. STEINBERG, PRESIDENT, U.S. COUNCIL FOR AN OPEN WORLD
ECONOMY, INC.

(The U.S. Council for an Open World Economy, Inc. is a private, nonprofit organi 
zation engaged in research and public education on the merits and problems of de 
veloping an open international economic system in the overall national interest. 
The Council does not act on behalf of any "special interest".)

The Council supports the bills that would suspend or remove tariffs, and (in the 
case of H.R. 5228) the bill that would authorize accelerating by no more than one 
year the effective dates of agreed duty reductions. U.S. firms and unions that may 
oppose such bills would be better advised to find constructive remedies addressing 
the real problems and needs of these industries in the face of foreign competition, in 
contrast to tariffs and other barriers which are really simplistic subsidies which the 
American people have to pay and for which no net benefit to the public interest is 
made clear and convincing.

The rest of this brief statement is limited to the bills cited below. Absence of com 
ment On bills not mentioned in this statement should not be interpreted as signify 
ing either support for or opposition to such measures.

H.R. 3559—a bill to improve adjustment assistance for firms under the Trade Act 
of 1974. While we support the general concept of adjustment assistance to deserving 
firms, workers and communities found to have been seriously injured by imports, we 
do not believe that this bill suitably addresses the nation's needs in this policy area. 
A U.S. industry that needs and deserves government help in the face of "targeting" 
policies by a foreign country ("a policy or plan that selectively and systematically 
supports the development and nurturing of any industry to enhance its competitive 
ness in domestic or export markets") should be the subject of a coherent redevelop 
ment strategy including reassessment of all government statutes and regulations 
that materially affect the industry's ability to adjust to new international realities. 
Such redevelopment strategy may call for mergers or other restructuring, in con 
trast to government assistance to all firms needing help. The bill's requirement of 
an industry plan does not meet what we have in mind.

Among the bill's provisions to which exception may properly be taken are the 
shortcomings of Section 7. This section requires that, immediately on the start of an 
International Trade Commission 201 investigation concerning an industry, the Sec 
retary of Commerce (a) must begin a study of the U.S. firms likely to be eligible for 
adjustment assistance and the extent to which the orderly adjustment of such firms 
may be facilitated through existing programs, and (b) must immediately require the 
industry to prepare an adjustment plan to enable it to adjust to changing economic 
conditions. Although the proposed details of such a plan are among the components 
that belong in an industry adjustment strategy (including possible restructuring, 
labor retraining, and productivity improvement), presentation of such a plan should 
be required as part of the industry's 201 petition to the ITC and taken into account 
in the Commission's decision. Implementation of the plan (including commitments 
by firms and workers, for which these firms and workers should be held fully ac 
countable) should be a condition for any import-relief or other government aid to 
the industry. The import-relief section of the Trade Act should be modided to en 
compass such reform.

H.R. 5206—a bill to authorize additional import duties on swine and pork prod 
ucts of Canadian origin to offset competitive advantages resulting from any govern 
ment subsidy that may be provided to Canadian swine producers. It seems to us that 
any problems likely to result from such Canadian subsidies could and should be 
handled through the anti-subsidy provisions of the overall trade legislation.



H.R. 2860
For the relief of SSC International, Inc., of Hackensack, New Jersey. 
No comments were received on this bill.

H.R. 3559
To improve adjustment assistance for firms under the Trade Act of 1974,
See comments of the U.S. Council for an Open World Economy, Inc., at p. 342.

H.R. 3983 
Regarding the operation of certain duty-free sales enterprises.

STATEMENT OF DUTY FREE SHOPPERS GROUP LTD.
SUMMARY

Duty Free Shoppers Group Ltd. (DFS), which operates duty-fr«e stores at several 
major airports in the United States and abroad, strongly sup. ts H.R. 3983. The 
bill would solve two problems that threaten the future viability of duty-free stores:

First, it would give express statutory recognition to duty-free shops as a special 
type of customs bonded warehouse. Because this recognition has been lacking, duty- 
free shops have been regulated through directives issued by the United States Cus 
toms Service. This system of regulation leaves the operation of duty-free stores con 
stantly subject to the whims of administrative expedience.

Second, the bill would permit only authorized concessionaries to operate duty-free 
shops at international exit points. This restriction against unauthorized duty-free 
operators is necessary to preserve the revenues produced by duty-free shop conces 
sions for state and local airport authorities.

DFS believes that duty-free shops are of great value to federal, state and local au 
thorities and deserve the protection contemplated in H.R. 3983. The benefits gener 
ated by duty-free stores include the following:

Authorized duty-free stores pay substantial concession fees to airport operating 
authorities. In some states, such as Hawaii and Alaska, duty-free concession fees ac 
count for very large percentages of the total state airport operating revenues.

Duty-free stores induce foreign visitors to increase there overall expenditures in 
the U.S. In large part, these increased expenditures are in addition to purchases for 
eign visitors make at retail establishments.

The attraction of duty-free stores increa&e tourism in the United States, which 
has a beneficial ripple effect on retail sales and employment in the U.S.

D7S Sieves it is clear that duty-free stores result in significant benefits for the 
U.S. economy at the national, state and local levels. H.R. 3983 includes important 
measures designed to preserve these benefits. Accordingly, DFS urges the Commit 
tee to approve H.R. 3983.

STATEMENT

Mr. Chairman And Distinguished Members Of The Subcommittee: Duty Free 
Shoppers Gro-ip Limited ("DFS"), by its counsel, Patton, Boggs & Blow, welcomes 
the opportunity to testify in support of H.R. 3983, regarding duty-free sales enter 
prises. 1

DFS operates duty-free stores at major airports in the United States and else 
where, including stores in Honolulu, Los Angeles, San Francisco, Anchorage, Boston 
and New York City (J.F.K. International Airport). DFS operates all of these stores 
pursuant to concessions granted to it by the state and local government authorities 
that administer the airports. In return, DFS pays a portion of the revenue from its 
stores to these airport authorities in the form of concession fees. Those fees are sub 
stantial. For example, in 1983, DFS paid nearly $30 million in concession fees to the 
State of Hawaii. Those fees alone accounted for 28% of the gross operating revenue 
of Honolulu International Airport and the state airport system.

DFS wishes to express its appreciation to the sponsors of H.R. 3983, Congressmen 
Cecil Heftel, Daniel Akaka and Byron Dorgan, for the enormous help and support 
that they have given to duty-free stores in recent years. This bill is a fuither reflec 
tion of these distinguished Members' recognition of the important benefits that 
duty-free stores provide to our national and, more important, state and local, econo 
mies.____

1 DFS Group Limited is a Hong Kong corporation.
(343)
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H.R. 3983 will help to remedy several serious problems that have recently con 

fronted duty-free shop operators, particularly those operating under concessions 
granted by state and local authorities. The first problem stems from the fact that 
there is at present no specific statutory recognition of duty-free shops. Rather, duty- 
free shops are regulated almost entirely through directives issued by the United 
States Customs Service ("Customs"). This lack of explicit statutory recognition has, 
in certain respects, made duty-free shops subject to the vagaries of Customs. In fact, 
Customs has recently gone so far as to propose the total abolition of duty-free stores 
by administrative fiat! Giving duty-free shops express statutory recognition would 
eliminate this threat.

Furthermore, by permitting only authorized concessionaires to operate duty-free 
shops where states so require, H.R. 3983 will preserve to the states and localities 
concerned the concession fees that they derive from duty-free shop operations. As 
noted, the revenues derived from those fees are substantial. In 1980, duty-free stores 
located at the United States' 20 largest international airports paid a total of more 
than $60 million in concession fees to airport operating authorities. If unauthorized 
duty-free operators are permitted to take sales away from authorized concession 
aires, those states and localities would be deprived of this significant source of air 
port revenues.

In addition, restricting Cutoms' supervision over duty-free stores to authorized 
concessionaires will serve the important objective of conserving Customs' resources 
at a time when those resources are already stretched thin.

Background on Duty-Free Stores
Duty-free stores have existed as a form of Customs bonded warehouse for many 

years. The regulation of duty-free stores has developed within the framework of the 
Federal statutes and Customs' regulations governing bonded warehouses in general, 
supplemented periodically by Customs policy directives and issuances relating spe 
cifically to duty-free shops.

As H.R. 3983 indicates, duty-free sales enterprises sell duty-free and tax-free mer 
chandise only to persons departing from the United States.

The merchandise is either foreign merchandise that has been imported into the 
United States free of duty, or domestic merchandise on which internal revenue taxes 
have not been paid. Such merchandise is exempt from duty and tax because it is to be 
exported from the United States rather than consumed here.

The evolution of duty-free stores, both at airports and along our land borders with 
Canada and Mexico, has been substantially influenced by the increased popularity 
and ease of international travel, the burgeoning of international trade, historical re 
lationships between communities along our Canadian and Mexican borders and a 
variety of local conditions. These factors have led to the widespread development 
and success of duty-free stores, a success that our country shares in common with 
many other countries having substantial international travel. Duty-free shopping 
has become an accepted, and expected, benefit of international travel.

Duty-free stores initially developed in response to the increase in travel, occa 
sioned by the private ownership of automobiles, between the United States and 
Mexico and Canada. Later, as air travel became more popular and accessible, duty- 
free stores grew as a natural adjunct to the increase in international air travel. 
Since the advent of the "jet age," sharply increased usage of duty-free stores at air 
ports has given them their current status as an essential part of the international 
travel.

Benefits of Duty-Free Stores
There are more than 125 duty-free stores throughout the United States. Forty- 

nine such stores are located at international airports, with the remainder located 
along our Canadian and Mexican borders. These duty-free shops provide substantial 
economic benefits to the national economy and to the states and localities in which 
they operate.

The primary economic benefit of duty-free stores is that they increase the amount 
of money spent by foreign visitors in the United States. Indeed, it was for this very 
reason-that duty-free stores were created. According,to Customs, the original.pur 
pose of duty-free shops was: "to accommodate in-transit and departing passengers at 
airports located in areas distant from principal shopping areas, so they could make 
purchases that would not otherwise be made. It was designed to create a net in 
crease in consumer expenditures in the U.S. . . ."

C.I.E. 9/78 (February 16, 1978). See also Manual Transmittal 3200-61 (April 14, 
1981) ("the intent behind the original directive to allow the establishment of duty-
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free shops was to permit net increase of international sales made in the United 
States . . ."). Duty-free shops have fulfilled this purpose.

In 1980, the latest year for which accurate aggregate statistics are available, gross 
revenues from only those duty-free stores located at the 20 leading international air 
ports in the United States totaled $284.5 million. These figures do not take into ac 
count the revenues derived by the many duty-free stores located along the Canadian 
and Mexican borders or the stores located at the more than 10 other international 
airports throughout the United States. These revenues contribute significantly to 
the United States balance of trade, as well as to the tax base of Federal, state and 
local-governments.

It is important to recognize 'that most of the revenues generated by duty-free 
stores are in addition to, not in place of revenues that could be generated by other 
retailers. It has been estimated that of the aforementioned $284.5 million in duty- 
free shop revenues, more than $200 million could not otherwise have been realized 
by other retailers.

Duty-free stores generate revenues for our national economy not only directly 
through purchases at such stores, but also by attracting tourists to the United 
States. Tourism is highly price-sensitive. If the United States did not have duty-free 
stores, foreign air passengers, particularly transit passengers, might re-route their 
trips through Canada or Mexico and make duty-free purchases in those countries.

The increased revenues generated by duty-free shops create employment in the 
duty-free store, supplier and other tourist-related industries. In Hawaii alone, DPS 
employs more than 1,400 people. At all of its United States stores, DFS employs 
1,900 persons. Considering that these stores constitute only 6 of the more than 125 
duty-free stores operating in the United States, it is readily apparent that employ 
ment in the duty-free industry itself runs into the thousands. In addition, the duty- 
free business increases employment in the tobacco and liquor industries, which pro 
vide domestically-produced products for sale in duty-free stores; in the wholesale 
business, which supplies the imported products sold in duty-free stores; and in the 
transportation, cartage, loading and various other service businesses that support 
duty-free store operations. Moreover, employment in other businesses dependent on 
tourism is favorably affected by the increase in tourist expenditures for which duty- 
free stores are responsible.

Duty-free stores also generate revenues for the Federal Government and for the 
states and localities in which the stores are situated. Duty-free stores pay corporate 
income taxes to Federal, state and local governments, and their employees pay per 
sonal income taxes.

Even more important for many states and localities are the revenues generated 
by duty-free stores in the form of concession fees and rent paid to state and local 
airport and bridge operating authorities. As noted, in 1980, the duty-free stores lo 
cated at the 20 largest international airports paid a total of more than $60 million 
in concession fees to airport operating authorities. In Hawaii, concession fees ac 
counted for nearly 45% of the total revenues of the entire State airport system in 
1981. In Alaska, concession fees accounted for nearly 26% of State airport operating 
revenues.

These concession fees are of great importance to airport and other transportation 
authorities. For example, under Federal law, airports are required to be "as self sus 
taining as possible" in order to qualify for Federal airport development funds. See 
49 U.S.C. §2210(aX9). Concession revenues help them satisfy this requirement. In 
addition, several airports and bridge authorities rely on receipts from concession 
fees as security for development bonds. To deprive these authorities of this source of 
internally-generated revenue would run contrary to public policy.

Moreover, concession revenues play an important role in holding down landing 
fees and other user charges at airports and toll charges on international bridges. 
Such charges, if added to the cost of travel in the form of higher airline ticket prices 
or bridge tolls, could reduce the volume of travel to the United States.

This Committee, and other Congressional committees with jurisdiction over Cus 
toms, have already expressly stated that duty-free concession revenues received by 
the States and localities should be preserved. This Committee has stressed the im 
portance of "preserving the significant revenues that such concessions provide to 
the States and localities." H.R. Rep. No. 105, 98th Cong., 1st Sess. 10 (1983). Similar 
ly, the House Appropriations Committee has recognized that "concession., fees der 
rived from the duty-free'sales operations of authorized concessionaires continue to 
constitute an important source of revenue for the governmental authorities that col 
lect such fees." H.R. Rep. No. 229, 98th Cong., 1st Sess. 72 (1983).
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It is clear, therefore, that duty-free stores result in important benefits for our 

economy at both the national and in important benefits for our economy at both the 
national and local levels. All of these benefits are obtained at essentially no cost to 
the Federal Government, since duty-free shop operators reimburse Customs for the 
full cost of services performed by Customs employees.

Recent Developments in the Regulation of Duty-Free Stores
Customs has described the duty-free store as "a Customs bonded warehouse oper 

ating under special procedures.... ." See 48 Fed.~Reg. 33318 (July 21* 1983). What is 
"special" about the procedures governing duty-free shops is that they are found in 
Customs policy directives, not in statutes or regulations. This virtual hegemony of 
Customs over duty-free shop operations has enabled Customs, on several recent oc 
casions, to propose changes in the regulation of duty-free shops that would have had 
serious adverse consequences for legitimate duty-free shop operators and for the 
states and localities that benefit from their operations. In each case, Congressional 
action was needed to prevent Customs from acting.

In November 1981, Customs abandoned its long-standing policy of supervising the 
duty-free operations of only authorized concessionaires (where concessions were re 
quired) located at airports and other exit-point facilities. It adopted a policy that 
would have permitted Customs to be used as the intermediary in an entirely foreign 
sale—i.e., an international passenger could place an order and pay for duty-free 
merchandise in Paris; the merchandise, stored in a Customs bonded warehouse in 
the United States, would be loaded onto the traveler's aircraft—under Customs su 
pervision—duri-.g a stopover in the United States; and the item would be delivered 
to the traveler in Tokyo. Such sales would have produced no revenue to the Federal 
Government, no concession fees to the state or local airport authority and no reve 
nue to the authorized duty-free operator, but would have consumed Customs' re 
sources.

In response to Customs' policy change, the Committees on Appropriations of both 
the House and the Senate included a provision in the Treasury, Postal Service and 
General Government Appropriation Bills for Fiscal Year 1983 that effectively pro 
hibited Customs from implementing its policy changes. See H.R. 7158, 97th Cong., 2d 
Sess § 506 (1982); S. 2916, 97th Cong., 2d Sess § 507 (1982). This provision was given 
legal effect through the Continuing Appropriations Acts for that fiscal year.

While that prohibition was in effect, Customs announced, in February, 1983, a 
policy, purportedly implementing that prohibition, that would have forced out of 
business a number of duty-free stores operating in areas where concessions are not 
required, primarily at border crossings along the Canadian and Mexican borders. 
Only after this Committee, see H.R. Rep. 105, 98th Cong., 1st Sess. 10 (1983); the 
House Appropriations Committee, see H.R. Rep. 229, 98th Cong., 1st Sess. 72 (1983); 
several Members of Congress from affected districts (including the sponsors of H.R. 
3983); and the Chairmen of the relevant subcommittees of the House and Senate 
Appropriations Committees expressed strong objections to Customs' proposed action 
did Customs agree not to implement that policy.

Shortly thereafter, in July 1983, Customs published an Advance Notice of Pro 
posed Rulemaking ("ANPR ) proposing sweeping changes in the operation and 
status of duty-free stores. 48 Fed. Reg. 33318 (July 23, 1983). Among the proposals 
advanced by Customs was the total abolition of duty-free shops. Customs is still in 
the process of evaluating and assessing the hundreds of comments, including many 
from Members of Congress, that it received in response to that ANPR.

Need for H.R. 3983
The actions by Customs described above, and the need for Congressional action 

that they engendered, highlight the necessity of giving the express statutory recog 
nition and authority to duty-free shops that H.R. 3983 provides. By providing a firm 
grounding in permanent legislation for their existence, duty-free stores will be able 
to operate free from the threat that Customs may, for reasons of administrative ex 
pediency or otherwise, abolish them.

Furthermore, by requiring that duty-free sales enterprises, where required, obtain 
concessions or other required approvals from authorities that operate exit point fa 
cilities, H.R. 3983 will ensure that" those state and local authorities that have come 
to rely upon concession revenues will not be deprived of such revenues. In that way, 
this Committee will preserve and protect the ability of these authorities to regulate 
their affairs and to generate much-needed operating funds.

DPS respectfully urges this Committee to approve H.R. 3983.
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STATEMENT OF A. G. (GERRY) COLE, EXECUTIVE DIRECTOR, HONOLULU AIRLINES
COMMITTEE

Mr. Chairman, Members of the Committee on Ways and Means: My name is 
Gerry Cole, and on behalf of the Honolulu Airlines Committee, I thank you for the 
opportunity to submit testimony in support of H.R. 3983 which proposes that section 
555 of the Tariff Act of 1930 be amended to require operators of duty-free enter 
prises to demonstrate to the Secretary of the Treasury that State and local require 
ments have been met before said operators may withdraw merchandise from bonded 
warehouses for delivery to an airport, seapojt^or.pointj3f.exit.from the-U.S.-— -

To understand more fully our concern regarding this Bill may we explain that the 
Honolulu Airlines Committee represents 19 air carriers, both foreign and domestic, 
serving the State of Hawaii. These carriers operate under a series of Master Lease 
Agreements with the Department of Transportation which impose on them the re 
sponsibility for making up deficiencies in revenues needed to develop, maintain and 
operate the Statewide Systems of Airports. The airlines make up these deficiencies 
by payment of an Airport Use Charge based upon a unit charge per thousand 
pounds of landed weight. Thus, we have a vested interest in the Airport System and 
a continuous obligation for its financial support. This makes us highly sensitive to 
any possible reduction in airport revenues which may result without effective local 
control of in-bond sales at the Honolulu International Airport.

Our concern has been heightened in recent years because a duty free operator (liz 
Duty Free, Ltd.) was able to satisfy customs procedures without regard to local re 
quirements and actually delivered duty free merchandise to the Los Angeles Inter 
national Airport without any fee payment to the Airport Authority.

This same operator also petitioned the U.S. Customs Department for permission 
to establish a bonded warehouse in Honolulu from which to deliver duty free mer 
chandise to the Honolulu International Airport.

In testimony before a joint hearing of the Consumer Protection and Transporta 
tion Committees of the Hawaii House of Representatives on March 27, 1982 would- 
be duty free operators expressed the opinion that they would develop markets not 
currently served by the present regulated duty free concessionaire.

We do not believe uncontrolled operators will stimulate new or expanded markets 
as some of them have stated. Conversely, we believe that they will skim the cream 
off the current lucrative market but at a much smaller, if any, percentage to the 
Airport Fund than the concessionaire who was the successful competitive bidder 
and who now pays a substantial fee to the State of Hawaii for the privilege of sell 
ing and delivering the same in-bond merchandise to the Airport. The magnitude of 
potential revenue loss to the State can be dramatically illustrated.

If operators of Duty-Free Enterprises can, through Federal Regulations, or lack 
thereof, deliver in-bond merchandise to the Honolulu International Airport without 
observing State regulations and bidding procedures they obviously can not only un 
dercut prices set by the successful bidder, thus depriving the Airport Fund of sub 
stantial revenues, but may well give the regulated airport concessionaire a cause of 
action to force complete elimination of his fees because of the "Favored Nation" 
clause in his agreement with the State.

For the 1983/84 fiscal year revenues from duty-free sales will approximate $31.5 
million. If Airport revenues were reduced by such a sum, Use Charges assessed the 
airlines would increase by an approximate $2.00 per thousand pounds of landed 
weight. In the case of a 747 aircraft with an average permissible landing weight of 
564,000 pounds, this would mean an additional charge of $1,128.00 per landing 
which ultimately would have to be absorbed by the airlines' passengers.

We believe that such additional expense to passengers might well have a negative 
impact on air travel which in turn could adversely affect Hawaii's chief industry— 
Tourism.

It is for these reasons that we respectfully request your favorable endorsement of 
H.R. 3983 for further consideration by the Congress.

Thank you.



H.R. 4178
To amend the Tariff Act of 1930 to increase from $250 to $1,500 the value of goods 

eligible for informal entry, and for other purposes.

STATEMENT OP JOSEPH BERG, PRESIDENT, AIR EXPRESS INTERNATIONAL CORP., AND 
PRESIDENT, AIR FREIGHT ASSOCIATION

The Association is a nationwide trade organization which represents a large seg 
ment of the air cargo industry. Our members include airlines, air freight forward 
ers, and companies which provide both services to the U.S. shipping public. A list of 
AFA members is attached hereto as Exhibit I.

Most of the members of the air freight industry operate internationally as well as 
domestically and are therefore vitally interested in any legislation designed to ease 
the Customs entry process. H.R. 4178 is one such piece of legislation. At a time 
when budget cuts and an ever increasing number of imports threaten to swamp the 
U.S. Customs Service with more work than it can efficiently handle, any move to 
simplify customs procedures must be viewed as a positive step. Such legislation now 
sits before this Subcommittee and should be expeditiously approved. Introduced by 
Representative Stewart McKinney of Connecticut, House Bill H.R. 4178, as present 
ly written, would amend the Tariff Act of 1930 to increase from $250.00 to $1,500.00 
the amount allowed for informal entry of commercial goods.

Under the provisions of informal entry, the consignee is permitted to pay duties 
and obtain imported goods whose value does not exceed the legal limit at airport 
customs stations at the time of their arrival. In turn, reduced paperwork and lower 
brokerage fees (which can amount to as much as 50% less, if a broker is used) make 
informal entry a particular asset to small businesses. The inability to use this proce 
dure on shipments with a value of over $250.00 creates an artificial, government- 
imposed, restriction on international trade and creates unfair and unwarranted bur 
dens on customs personnel who are currently past the limits of their efficient capa 
bilities.

When originally signed into law as the nation's basic customs legislation, the 
Tariff Act of 1930 provided for a $100.00 value limit for informal entry of commer 
cial merchandise into the United States. This amount was increased to $250.00 in 
1953 and has remained there ever since, notwithstanding the fact that significant 
inflation has reduced the purchasing power of the dollar to approximately one-quar 
ter of its 1953 value. Thus, precisely the same goods which once qualified for infor 
mal entry now must be treated as a formal entry, a much more cumbersome, time- 
consuming and expensive process. The net result of the use of the out-dated $250.00 
limit, coupled with the inflation rate since 1953, has been to violate the clear intent 
of the customs laws. A new, updated, limit is needed now to cure this inequitable 
situation.

In further support of S. 4178, it should be noted that some of our mijor trading 
partners, Canada, for example, have higher informal entry limits. In adt .ition, other 
individual supporters of a change in U.S. law will undoubtedly come from the grow 
ing international small package trade, as the value of most small packages falls 
squarely within the $250.00 to $1,000.00 range. For example, my company, Air Ex 
press International, one of the country's major international air freight forwarders, 
is currently handing approximately 10,000 shipments per month from the United 
States under it "Interpak", or door-to-door, service, but only 500 such shipments 
into the United States. The major reason for this imbalance is the current $250.00 
informal customs entry limit.

Finally, perhaps the most telling argument in favor of the immediate passage of 
H.R. 4178 is that it will assist the U.S. Customs Service in performing its functions. 
More informal entry results in less work for the harried agency, whose workforce is 
barely able to keep up with its required tasks. Therefore, the passage of H.R. 4178 
will-prove to "be as great an assist to the Customs Service as it will to businesses, 
large and small, throughout the country.

Finally, it should be noted that legislation similar to H.R. 4178 has already been 
reported out of the Senate Finance Committee and has been consolidated in a pack-
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age of non-controversial trade legislation now ready for final Senate action (H.R. 
3398). The precise wording of the Senate bill, which is acceptable to the members of 
the Association, was written to accommodate the legitimate concerns of the U.S. 
textile and leather products industries and was not objected to by either of these 
industries (see Exhibit III). The only substantive differences between H.R. 4178 and 
the Senate version are that the dollar limit in the Senate bill is $1,000, not $1,500, 
and the items exempt from this increased limit are set forth in more detail. For the 
convenience of the Committee, attached as Exhibit II is an annotated version of 
H.R. 4178 to reflect the wording now before the Senate in H.R. 3398.

In summary, the expeditious passage of H.R. 4178 will both facilitate internation 
al trade and will improve the efficiency of the U.S. Customs Service. Therefore, the 
Air Freight Association strongly supports its passage as quickly as possible.
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EXHIBIT I 

AIR FREIGHT ASSOCIATION MEMBERSHIP LIST

AIR EXPRESS INTERNATIONAL

AIRBORNE FREIGHT CORPORATION

AIRSPEED, INC.

AMERFORD INTERNATIONAL CORPORATION

AMERICAN AIRLINES, INC.

ASSOCIATED AIR FREIGHT

THE AVIATION GROUP

BURLINGTON NORTHERN AIR FREIGHT

CAM AIR INTERNATIONAL

COMBS AIRWAYS, INC.

EMERY WORLDWIDE

EVERGREEN INTERNATIONAL AIRLINES

FLYING TIGER LINE

GENERAL AVIATION, INC.

IMPERIAL AIR FREIGHT

INTERSTATE AIRLINES

NORTH AMERICAN VAN LINES

PILOT AIR FREIGHT

PROFIT FREIGHT SYSTEM

PUROLATOR COURIER CORPORATION

8MB STAGE LINE, INC.

SOUTHERN AIR TRANSPORT

SUMMIT AIRLINES, INC.

SURFAIR

TRANSAMERICA AIRLINES

WTC AIR FREIGHT

Darien, Connecticut 

Seattle, Washington 

Inglewood, California 

Jamaica, New York 

Dallas/Ft. Worth, Texas 

New Hyde Park, New York 

Raleigh, North Carolina 

Irvine, California 

Miami, Florida 

Denver, Colorado 

Wilton, Connecticut 

McMinnville, Oregon 

Los Angeles, California 

Greeneville, Tennessee 

Newark, New Jersey 

Ypsilanti, Michigan 

New Haven, Indiana 

Lima, Pennsylvania 

Los Angeles, California 

New Hyde Park, New York 

Dallas/Ft. Worth, Texas 

Miami, Florida 

Philadelphia, Pennsylvania 

Atlanta, Georgia 

Oakland, California 

Torrance, California
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EXHIBIT II 
P. 1 of 2

98TH CONGRESS 
tar SESSION H.R.4178

To MMM! UM Tariff Act of 1930 to menu* from 1290 to $1,900 the value of 
foodi elifibU for iofonoal tatty, and for other purpofet.

IN THE HOUSE OF REPRESENTATIVES
OCTOMB 30. 1983

Mr. UcKuwiY introduced the following bill; which wu referred to the 
Committee on Win and Meant

	A BILL
To amend the Tariff Act of 1930 to increase from $250 to 

$1 '°°° 11)500 the value of goods eligible for informal entry, and 
	for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tivet of the United States of America in Congress assembled,

3 That paragraph (1) of section 498 of the Tariff Act of 1930
4 (19 U.S.C. 1498(aXl)) is amended—

5 (1) by striking out "$250" and inserting in lieu
"1,000" e thereof "UrfiOei1 ; and

7 (2) by inserting before the semicolon at the end

8 thereof the following: ", except that this paragraph

9 does not apply to textile goods and products valued in
AW vZccss oi
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EXHIBIT II 
D, 2 of 2

2
-(A) schedule 3, 1 iapert rutricUam, MtieUi mhjeet

"(B) parts 1, 4A, 2 
7B, 12A, 12D, and 
L3B of schedul* 7, 3 
ind

"(C) parts 2 and 4 
1 of the Appendix, of

5 >lua Act skill applj with reipect K» •rtfelea entered, or with-

toy a teqmred without legari to rake".

>r to any oth«r article ^ fr mrohnuflfl for nnmimntifln iftor tlu di.Ui Jif tlu for which f ornal entry0 iUI>im ttm iwonouao tor rnmumpnon, nwr me o*ee-et-«e-
Is required without ._. 
regard to value." ' "wnmw

(b) The amendment 
nade by aubeection (a) 
shall apply with respect 
ao articles entered, or 
vithdraun from warehouse 
:or consutption, on or 
after the fifteenth day 
ifter the date of the 
anactnent of this Act.
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EXHIBIT III 
p. 1 Of 2

a. EM. »-M7

MISCELLANEOUS TARIFF BILLS, 1983-84

HEARING
BrroM TH«

SUBCOMMITTEE ON INTERNATIONAL TBADE
or TH»

COMMITTEE ON FINANCE 
UNITED STATES SENATE

NINETY-EIGHTH CONGBESS
J1BST SESSION

OCTOBEBZt, 1888

Printed for ta« UM of U>« Comotltte* on Flntac* 

u.s. oorvBxxnrr PKINTINO OWICB
WAIHIXOTOH:1BM
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EXHIBIT III 
p. 2 of 2 

223

Senator DAMIOKIH. Senator Mitchell.
Senator MTTCHUX. No questions.
Senator DAOTOKTH. Senator Matsunaga.
Senator MATSUNAOA. Thank you, Mr. Chairman.
Mr. Nehmer.
Mr. NZHKUL Yes, sir.
Senator MATSUNAOA. If we should exclude textiles from the increase, 

would you then favor the bill ?
Mr. NZHMZX. Well, sir, I am here on behalf of two separate 

groups—fiber textiles and apparel, and leather products.
Senator MATSUNAOA. If we also exclude leather products, would you 

then favor the bill?
Mr. NEHMER. If you exclude schedules 3 and 7 there would be no

this legislation. Ail of these products arebasis for our opposition
included in those two sch&t ules. And I don't think in schedule 7 there.
ia very much other thffl w lat we have been talking about.

itor MATSUXAOA. If we reduce the maximum importable amount 
to $500 or $750, would you then favor the bill ?

Mr. NEHMER. Sir, I would have to say, insofar as these products 
are concerned there would still be a problem. I think I pointed out in 
my testimony that the average unit price of a flat goods or personal 
leather goods imported last year was 75 cents or 76 cents. A lot can 
come in at $500 or $600 or $750 and not be recorded in the actual 
statistics. That's the problem.

If you were to exclude textiles, apparel, the leather products that 
we are talking about, there would be no basis for our even being here 
today, obviously.

Senator MATSTTXAOA. Yes; I understand.
As you know, and as has been pointed out, the $250 limitation was 

set back in 1953. There has been considerable inflation since then, you 
must admit. In 1953 were you opposed to the raising of the amount 
from $100 to $250?

Mr. NEHMER. No, sir. In 1953 I was in the U.S. Government, and I 
was not involved in this at all.

Senator MATSVXAOA. In the Customs Service.
Mr. NEHVER. No, sir. I was in the State Department, actually, 

in 1953.
I should point out, Senator, that in 1953 the import impact on these 

industries was nowhere as it is today. The textile import program 
didn't begin until 1957, with an agreement negotiated with Japan. 
There was no import penetration of 65 percent of footwear in 1953. If 
imports had 2 percent of the U.S. market it would have been a lot 
in 1953.

What we are talking about is the current situation. Senator, which 
has deteriorated so badly—as I know you are aware of—that thi? par 
ticular point of $250 versus $1,000 or some intermediate figure becomes 
a very serious problem to these import-impacted industries.

Senator MATSUXAGA. As you probably know, the Custom* Service. 
including the employees, have approached me to do somethin.fr ataiit 
tMs, because thev are overburdened with work with the ?2">o limita 
tion. They miss the larger imports because they need to pay too much 
attention to the smaller ones. What do you say to them ?
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Am TRANSPORT ASSOCIATION, OF AMERICA

Washington, DC, May 18, 1984.
Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade, Committee on Way and Means, House of Repre 

sentatives, Washington, DC.
DEAR MR. CHAIRMAN: The Air Transport Association (ATA), which represents vir 

tually all of the nation's scheduled airlines, has an interest in H.R. 4178, introduced 
by Representative McKinney. The bill would increase the informal entry limitation 
from $250.00 to $1,500.00 and is now under consideration by the Subcommittee on 
Trade. The ATA supports the inclusion of H.R. 4178 in an omnibus tariff bill in 
order to reduce the cost of paperwork associated with importing merchandise, to im 
prove Customs Service productivity with resulting savings, and to facilitate and en 
courage international trade.

As you know, Customs regulations issued under the Tariff Act of 1930 authorize 
tbs import of merchandise with an aggregate value not exceeding $250.00 to be in 
troduced under informal entry procedures. The informal entry is a streamlined pro 
cedure unlike the formal entry and may be prepared by the Customs officer for the 
importer and requires no customs bond and no formal appraisement. Under the pro 
visions of H.R. 4178, the threshold would be raised to permit items with an aggre 
gate value not exceeding $1,500.00 to benefit from the speed and efficiency of infor 
mal entry procedures.

We believe that H.R. 4178 would achieve administrative and operational efficien 
cy by granting Customs officers greater operational flexibility and will certainly de 
crease the present backlog cf unappraised formal entry. Informal entry requires 
forms to be prepared by the shippers, and less complicated customs procedures 
apply. While formal entry processing time is measured in hours, informal entry 
may be processed in minutes and may be cleared on any day or time a customs in 
spector is on duty. Normally, formal entry can be cleared only Monday through 
Friday during working hours.

Raising the informal entry limit to $1,500.00 would eliminate thousands of formal 
entries each day. This reduction in workload would permit a reallocation of Customs 
Service inspection resources and thereby enhance the productivity of the Customs 
Service labor force. In addition to savings in the Customs Services' operating costs, 
the elimination of the paperwork involved in processing international parcels 
should lead to lower brokerage fees. If these cost savings are passed on to the con 
sumer, there will be increased incentive for international trade.

In recent years, air delivery of packaged merchandise within the domestic market 
boomed, offering many opportunities for both large and small entrepreneurs to oper 
ate with minimum inventory investments and expertise. The international move 
ment of parcels has been dampened by the existing $250.00 limit for informal cus 
toms entry. Established in 1953, this threshold is insensitive to inflation and unre 
sponsive to growing demands for international commerce from all sectors of our 
economy. Some of our trading partners, Canada for example, have informal entry 
procedures which have higher limits, providing a benefit to their citizens and com 
merce.

We endorse and support H.R. 4178 and urge the subcommittee to include it in the 
tariff bill now under consideration. 

Sincerely,
WILLIAM J. BURHOP, 

Senior Vice President—Government Affairs.

STATEMENT OF THE AMERICAN FIBER, TEXTILE, APPAREL COALITION *
SUMMARY

AFTAC opposes H.R. 4178 in its present form. We recommend instead that the 
bill be amended to conform with Section 205 of H.R. 3398 which has been favorably

1 Members of the coalition are: Amalgamated Clothing & Textile Workers' Union, AFLM3IO; 
American Apparel Manufacturers Association; American Textile Manufacturers Institute; 
American Yarn Spinners Association; Carpet and Rug Institute; Clothing Manufacturers Asso 
ciation of U.S.A.; International Ladies' Garment Workers' Union, AFL-CIO; Knitted Textile As 
sociation; Luggage and Leather Goods Manufacturers of America; Man-Made Fiber Producers 
Association; National Association of Hosiery Manufacturers; National Association of Uniform 
Manufacturers; National Cotton Council; National Knitwear & Sportswear Association; National

Continued
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reported by the Senate Finance Committee. Section 205 requires no further adminis 
trative determination as to what constitutes a "textile good or product" as would be 
the case with H.R. 4178. Additionally, this legislation should include language 
which will require the Census Bureau to continue to publish import data for the 
exempted products under Section 205 in their regular published statistical series.

The reasons why textiles and apparel should be excluded from an increase in the 
informal entry ceiling from $250 to $1,500 follow:

The MFA requires a sophisticated monitoring system by which textile and 
apparel imports are charged against maximum allowable levels of imports from cer 
tain countries. This requires precise customs documentation. There are already an 
indeterminate amount of apparel imports which do not get charged against negoti 
ated quotas due to informal entry. An increase from $250 to $1,500 in the informal 
entry ceiling would result in considrably larger number of import shipments which 
will not be counted against negotiated MFA levels, greatly impairing the operation 
of the MFA.

A major priority for the import-sensitive textile and apparel industries is accurate 
trade data in order to analyze the economic impact of imports on the domestic 
market. An increase in the informal entry ceiling for textile and apparel shipments 
would be a detriment to the collection of accurate trade data.

Accurate trade data are also needed to set restraint levels on textile and apparel 
products not currently covered by restraints under the MFA, but which are brought 
under control as imports increase to the point of causing disruption to the U.S. 
market.

The inducement to ship in smaller lots to avoid formal U.S. Customs procedures 
becomes greater as the level of informal entry is expanded. Aggregate import levels 
could become increasingly understated if shipments under $1,500 are not included 
in Census data.

Because many textile and apparel items are of low-unit value, large quantities 
can be shipped under a $1,500 informal entry ceiling.

An increase in the informal entry ceiling would exacerbate the problem of under 
valuation by exporters in order to avoid being subject to restraint levels.

STATEMENT

The American Fiber, Textile, Apparel Coalition (AFTAC) is a national coalition of 
labor and management organizations in the U.S. textile and apparel industry. The 
20 member organizations of AFTAC listed on the cover page of this statement are 
located throughout the United States and produce most of the textiles and apparel 
made in this country.

We are in opposition to H.R. 4178 in its present form.
Textile and apparel products should be excluded from any proposal to increase 

the informal entry ceiling in order to ensure the effective operation of the multi- 
fiber arrangement to prevent further fraud and abuse in U.S. textile import trade.

The textile and apparel industry is still the largest employer in manufacturing in 
the United States although employment in the textile industry is now 1,978,000 2 — 
about 150,000 below 1980 levels and 350,000 below employment in 1974. If the 
present import trend continues, estimates show that industry employment will de 
cline further by 300,000 workers by 1990. Over 65 percent of the workers in the in 
dustry are women and, since many of them are secondary wage earners, many are 
unable to relocate. Furthermore, one-fourth of the industry's workforce is comprised 
of minorities and much of the apparel industry is concentrated in large U.S. cities 
and metropolitan areas where alternative employment opportunities are limited.

Many segments of this industrial complex, particularly in the apparel area, have 
been characterized by plant shutdowns, declining domestic production, and declin 
ing domestic employment, all as a result of increasing quantities of imports. The 
manufacture of apparel is highly labor intensive. Domestic apparel producers find it 
difficult to compete with foreign producers, especially those in low wage, developing 
countries. The industry therefore relies upon the Multifiber Arrangement (MFA) to 
alleviate import pressure on the textile and apparel industries.

The MFA requires a sophisticated monitoring system by which textile and appar 
el imports are charged against maximum allowable levels of imports from certain 
countries. The procedure for monitoring imports requires precise customs documen-

Knitwear Manufacturers Association, National Wool Growers Association, Neckwear Associa 
tion of America, Northern Textile Association, Textile Distributors Association, Work Glove 
Manufacturers Association; and Industrial Fabrics Association International. 

2 March 1984 preliminary employment estimates, U.S. Department of Labor
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tation as to the kinds, quantity, and value of imported articles. Even under current 
statutes, however, some apparel items from some countries, despite inclusion in the 
MFA, can be imported into the United States under informal entry procedures if 
the total value of the shipment does not exceed $250. This results in an already in 
determinate number of apparel imports which do not get charged against negotiated 
quotas due to informal entry.

An increase in the maximum informal entry level would result in a considerably 
larger number of import shipments which woiMd not be counted against negotiated 
MFA levels. This would not only hinder the eration of the MFA, but would also 
injure the industry's ability to monitor its coi jetitive position in the U.S. market. 
Accurate trade data are a major priority for all import-sensitive industries in their 
efforts- to analyze the economic impact of imports on the domestic market. Many 
individual textile and apparel industry segments, especially those in which high- 
volume, low-unit value imports are common, would be adversely affected by an in 
creased dollar value limit for items eligible for informal entry.

Accurate trade data are also tremendously important to set restraint levels on 
textile and apparel products not presently covered by restraints under the MFA but 
which are brought under control as imports increase to the point of causing disrup 
tion to the U.S. market. When such actions are taken, import levels are set based en 
imports in the first twelve of the last fourteen months. Import data must fully re 
flect import levels in order that restraint levels are properly set.

Fair and equitable administration of the MFA depends upon accurate trade date. 
An increase in the maximum value of merchandise eligible for informal entry will 
make proper and effective administration of this import program exceedingly diffi 
cult.

Many imported items affecting the textile and apparel industry have relatively 
low average unit values. This is becoming an even greater problem today as the 
People's Republic of China, which has textile and apparel products with particularly 
low unit values, increases its shipments to the U.S. The inducement to ship in 
smaller lots to avoid formal U.S. Customs procedures becomes greater us the level of 
informal entry is expanded.

If a new ceiling were to be enacted for textiles and apparel there would be in 
creasing incidents of import document irregularities, such as misclassification and 
undervaluations. These are problems which are already plaguing the domestic tex 
tile and apparel industries. Such practices are so rampant that some import special 
ists estimate th&t 1 out of ever> 15 (entries) involves some violations (see attached 
New York Times article, January 16, 1984.)

Also attached to our statement is an article from a Hong Kong publication which 
describes the action taken by the U.S. Customs Service in Hong Kong when it deter 
mined that made-to-measure clothing shipped to the U.S. was being undervalued to 
avoid being subject to the restraint levels on exports from Hong Kong. The U.S. 
Customs Service reported that this practice had also resulted in a loss of duty reve 
nue to the U.S. of $300,000 to $500,000 monthly. If the informal entry level is raised, 
the Hong Kong merchants would have an even greater incentive to cheat.

There are many examples of imported textile and apparel items which are of low 
unit value and which therefore could take advantage of informal entry procedures. 
For example, the average unit value of imports of men's and boys' cotton shirts 
from the PRC in 1982 was $22.89 per dozen, less than $1 each. Currently, 132 of 
these shirts can enter the United States under the $250 informal entry ceiling. If 
the ceiling is raised, for example to $1,500, a shipment of 792 shirts can pass 
through U.S. Customs without being logged for statistical purposes. Shipments such 
as these would go uncounted if a higher ceiling is enacted for textile and apparel 
items. Unrecorded imports could increase the disruption to the U.S. m irket without 
recourse by the U.S. Government.

We understand that Congressman McKinney, the sponsor of legislation, H.R. 
4178, to increase the informal entry ceiling, has agreed to conform his bill to the so- 
called Matsunaga compromise, which was adopted late last year by the Senate Fi 
nance Committee and is now Section 205 of H.R. 3398. We support the language in 
Section 205, as opposed to the language in H.R. 4178, because Section 205 requires 
no further administrative determination as to what constitutes a "textile good or 
product" as would be the case with H.R. 4178. We -Jlso recommend the addition of a 
clarifying amendment to the Matsunaga compromise which makes clear the Census 
Bureau's responsibilities to report all import data on formal entries for the exempt 
ed industries in the Matsunaga compromise without regard to whether such entries 
are valued at between $251 and $1,000, or over $1,000. As we understand it, this 
clarification is necessary because officials at Census, in anticipation of favorable 
Congressional action on Section 205 of H.R. 3398, are making plans to raise from

30-600 0-85-24
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$251 to $1,000 the threshold for entries which Census will publish in its regularly 
published import statistical series. For the anticipated exempted products. Census 
intends to tabulate separately entries between $251 and $1,000 and provide such 
data in supplemental publications or tapes. Such a proposal, if implemented, would 
prove a nightmare for our industry which must keep track on a timely basis of liter 
ally thousands of separate TSUSA items. With respect to others who use this data 
for trade cases or for other purposes, such an arrangement will cause enormous con 
fusion. We also believe that the Census plan runs counter to the intent of the Mat- 
sunaga compromise which was adopted by the Senate Finance Committee on the 
basis that such statistical data should be readily available to our industry because of 
our problems with imports and because of the special statistical requirements of the 
Multifiber Arrangement.

If the Committee decides to move forward with a revised version of the bill H.R. 
4178, we hope it will pattern its changes after the Matsunaga compromise (Section 
205 of H.R. 3398) and include language along the lines of the attached draft revision 
of Section 205. The language we suggest is underlined and reads: "All data on 
formal entries for the items referred to in subsection (aX2) shall be published by the 
Census Bureau in all of their regular statistical series for General Imports and Im 
ports for Consumption, by TSUSA item, without regard to whether such entries are 
valued at between $251-$1,000, or over $1,000."

[Attachment]
SEC. 205. INCREASE IN AMOUNT FOR INFORMAL ENTRY OF GOODS

(a) Paragraph (1) of section 498 of the Tariff Act of 1930 (19 U.S.C. 1498) is amend 
ed—

(1) by striking out "$250" and inserting in lieu thereof "$1,000"; and
(2) by inserting before the semicolon at the end thereof: ", except that this 

paragraph does not apply to articles valued in excess of $250 classified in— 
"(A) schedule 3,
"(B) parts 1, 4A, 7B, 12A, 12D, and 13B of schedule 7, and 
"(C) parts 2 and 3 of the Appendix, of the Tariff Schedules of the United 

States, or to any other article for which formal entry is required without 
regard to value .

(b) All data on formal entries for the items referred to in subsection (a)(2) shall be 
published by the Census Bureau in all of their regular statistical series for General 
Imports and Imports for Consumption, by TSUSA item, without regard to whether 
such entries are valued at between $251-$1,000, or over $1,000.

(c) The amendment made by subsection (a) shall apply with respect to articles en 
tered, or withdrawn from warehouse for consumption, on or after the fifteenth day 
after the date of the enactment of this Act.

(From the New York Times, Jan. Ifi, 1984)

CUSTOMS SERVICE GIVES TEXTILES A TWICE-OVER

(By Seth Mydans)
In the world of smuggling these days, fashion is the fashion.
Recent trophies among customs inspectors include 100,000 counterfeit Lacoste alli 

gator emblems, 759 cartons of fake Jordache jeans and $17 million worth of Taiwan 
ese shorts-and-shirts sets slipping into the country under quotas for swimwear.

"These are multimillion-dollar shipments," Edward Kellmer, a United States Cus 
toms agent, said. "It's better than smuggling diamonds."

With the increasingly complicated import regulations that have been put in force 
in recent years to protect American textiles and other industries, counterfeiting and 
customs fraud have become big business, reaching as high as $16 billion a year, ac 
cording to the Customs Service.

The alligator emblems, jeans and shorts sets are all trophies of the agents' work, 
but they are also indicators of the amount of counterfeit goods that continue to 
enter the country undetected.

TEXTILE-FRAUD TASK FORCE

To try to tighten enforcement of import regulations, the Customs Service created 
a New York task force in October to coordinate detection of textile fraud. Patrick T. 
O'Brien, assistant regional commissioner for enforcement, said the task force had 
already seized textile products worth $3.1 million.
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The task force, part of an antifraud program called Operation Tripwire, is com 

posed of a dozen specialists who coordinate the detection forces at Kennedy Interna 
tional Airport and the ports of New York and New Jersey.

Their methods range from close analysis of import documents to laboratory analy 
sis of textiles to tracing tips from employees of import concerns.

In their work, the agents develop a wary respect for adversaries who have become 
as expert in the shifting minutiae of textile-import laws as they are.

"I think there's a mutual admiration society," said Frank J. Carroll, the Customs 
Service's New York regional program manager for fraud investigations. "I think if 
something is particularly well hidden, there's a certain respect."

'MOST SOPHISTICATED SMUGGLER'
"This is probably the most sophisticated smuggler there is," said Mr. Kellmer. 

"They're college educated. They're world travelers. They're pillars of their commu 
nity. And when they're nailed, they're shocked."

The first line of defense against the textile smugglers is where it has always been 
for the Customs Service, at the docksidi.

The dockside itself has changed, though. And as Supervisory Inspector Lynn Pel- 
letier clambered into the back of a large metal shipping container with a flashlight 
on a recent inspection, only the faint smell of curry from a stack of sealed crates 
served as a reminder that the spices and silks of the world still pass through the 
ports of New York City.

Around her at Port Newark, which has replaced Manhattan and Brooklyn as New 
York City's main seaport, were acres of identical containers that gave no hint of 
their contents.

"You look across there arid you just wonder," said Mr. Carroll as he looked on. He 
said an inspector, whether working the conveyor belts at Kennedy Airport or the 
containers at Newark, continually asked himself, "Should I have looked farther?"

Of the containers chosen for scrutiny by import specialists who study their docu 
mentation, he said, 1 in 15 involves some violation. 'It's nice to see your suspicions 
confirmed," he said.

This time Miss Pelletier was quite sure she was on to something. The container 
she was inspecting was one of three from China containing clothing. The documents 
described the clothing as just under 50 percent cotton and just over 50 percent, or 
chief-weight, ramie, a hemp fiber.

Miss Pelletier knew that China had already filled its 1983 quota for cotton exports 
to the United States, and that it was uncommon for clothing to be chief-weight 
ramie rather than chief-weight cotton.

She also knew that the three containers, worth $400,000, could bring $1.25 million 
on the American market if she let them through.

Miss Pelletier pulled out several pairs of fashionably pleated gray shorts with a 
subtle purple stripe and sent them to the Customs Service's laboratory in the World 
Trade Center for analysis.

DYES AND MICROSCOPES

In the laboratory, Martin Youngberg, a textile chemist, had the shorts dyed to 
heighten the differences in the fibers and examined under a polarized-light micro 
scope.

If necessary, the laboratory could have run the shorts through other tests, peering 
at them in an ultraviolet light box or slicing them into small pieces that could be 
ground into dust and poured into a chemical solution.

The microscopic examination was enough to show the shorts were, as Miss Pelle 
tier had suspected, chief-weight cotton, and the case of the gray-and-purple Chinese 
shorts was sent to investigators to determine whether criminal charges could be 
brought. The shipment was seized by the Customs Service, and a penalty will be 
assessed on the importer.

The textile quotas, which have grown increasingly complex in recent years as the 
United States has sought to protect its industry from inexpensive imports, have cre 
ated a whole new area of expertise both for customs agents and smugglers.

Following the quota allotments from month to month, for example, importers 
may shift their snorts sets from the children's wear category to the more readily 
available, but inapplicable, swimwear category.

Or they may ship cotton garments from China, where the quota is filled, through 
Jakarta, where "Made in Indonesia" labels are sewn on.

They may attach cheap fur collars to down-filled coats and try to bring them in 
under the fur-import quota.
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Or they may simply counterfeit name-brand goods like Lacoste or Jordache, cut 
ting corners on quality but imitating them so skillfully that even the manufacturer 
can hardly tell the difference.

"The profits are phenomenal and justify the risk," Mr. Kellmer said. "Some de 
signer jeans when they hit the dock are worth $8, and in the stores they go for $60."

At the Newark investigating offices of the Customs Service, copies of a cartoon 
are tacked up on walls throughout the building. It shows two convicts talking in a 
jail cell. "Twenty-dollar bills don't pay," says one. "What I counterfeited was where 
the big money is: jeans."

(From Textile Asia, June 1982]

CUSTOMS CRACKDOWN
An investigation by the US Customs, which in January-April seized some 8,000 

parcels of custom-made clothing despatched from Hong Kong, has led to the imposi 
tion of stringent new conditions on such sales. A directive dated April 30 and signed 
by Mr. Donald Mieger, senior US Customs representative in Hong Kong, specifies 
that:

All future shipments must be declared at full transaction value, i.e. the price to 
the US customer.

They must contain a copy of the original invoice or order form, and proof of pay 
ment.

All books and records concerning sales to the US must be available for inspection 
on demand.

All parcels must be properly declared as regards fibre content, and contain proper 
quota and visa documentations.

Urging tailors, shippers and mail order companies to use their "influence" to 
ensure the widest possible conformity with these guidelines, the directive states that 
firms which fail to follow them "and which continue to falsify values and provide 
inaccurate information regarding fabric content will have their parcels seized, and 
may face criminal action by US Customs. Action will also be taken against firms 
that refuse to pay the assessed benefits."

Mr. Tom Gray, a US Customs official who has been leading the investigation in 
Hong Kong, says that at a conservative estimate 85% of the parcels of made-to- 
measure clothing shipped from Hong Kong had been undervalued, so as to save duty 
or evade quota requirements. Goods valued at US$250 and over are subject to 
quotas.

According to Mr. Gray, the present widespread abuse derives from a new policy 
introduced in July 1980, by which goods are assessed for duty on transaction 
value—the price paid—as against the former assessment based on "constructed 
value," which covered the tailor's material costs plus wholesale profit of about 20%. 
But as made-to-measure goods are marked up by 60-80%, many people had contin 
ued to value under the old system.

False description might also be used in an attempt to evade duty. E.g. all-cotton 
shirts attract an 8-16% duty, as against 27% for shirts of cotton-synthetic blends. 
Articles bearing logos pay up to 40%.

The degree of abuse came to light after complaints were made against one compa 
ny in America. The present loss of duty revenue was estimated at US$300,000- 
500,000 monthly. About 50% of the volume of the present trade was generated by 
mail-order firms, with the rest stemming from various retail outlets.

The directive adds that if the guidelines are "accepted and followed" parcels 
valued at under $250 now being held by US Customs at Seattle and San Francisco, 
the two main points of entry, will be released immediately, with duty assessed at 
true value. Those valued over $250 will be assessed at a rate of eight times the po 
tential loss of revenue, levied against each parcel individually and with the "tailor 
and consignee identified." For these however the US Commerce Department will re 
quest "blanket quota waivers."

"We do not," says the directive, contemplate petitions or mitigations of these pen 
alties as a general rule. Violators are expected to pay in full."
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F.W. MYERS & Co., INC., 

Rouses Point, NY, April 27, 1984.
COMMITTKK ON WAYS AND MEANS,
House of Representatives, Longworth House Office Building, Washington, DC. 
(Attention: Mr. John J. Salmon, Chief Counsel.)

DEAR SIR: We strongly oppose this proposed rulemaking by Mr. McKinney to 
amend the Tariff Act of 1930, increasing from $250 to $1,500 the value of goods eligi 
ble for informal entry and for other purposes. On January 22,1981 Mr. Matsunaga 
introduced Bill S. 231 to amend the Tariff Act of 1930 to increase from $250 to $600, 
amount for informal entry of goods and there was a proposed rulemaking in the 
Federal Register of December 21, 1983 giving District Directors authority to waive 
the necessity of having surety for commercial importations valued under $1000.

A copy of my comments opposing such legislation is enclosed herewith for your 
perusal. It appears the value increases with every bill introduced and now Mr. 
McKinney's Bill H.R. 4178 permits shipments valued in excess of 3 billion dollars be 
imported on an informal basis. Additionally, there are numerous informal entry test 
procedures being implemented, and consideration should be given not to implement 
additional changes at this time.

We certainly are in complete agreement with Mr. Conable's Bill H.R. 5448 to pro 
vide duty-free treatment of articles previously imported with respect to which duty 
was previously paid, and also Mr. Gibbons and Mr. Frenzel's H.R. 5453 to authorize 
the President to proclaim modifications in the rates of duty for certain articles in 
trade in civil aircraft. 

Very truly yours,
RODNEY L. WRIGHT, 

Vice President Customs Brokerage.
Enclosure.

F.W. MYERS & Co., INC., 
.Rouses Point, NY, February 4,1984. 

COMMISSIONER OF CUSTOMS,
J.S. Customs Service, Constitution Avenue NW., Washington, DC. 
Attention: Regulations Control Branch.
Subject: Amendments Relating to Acceptance of Formal Entries with Unsecured 

Bonds.
DEAR SIR: We strongly oppose this proposed rulemaking. It is historic, on the Ca 

nadian Border under ID procedures, the ID permit is filed by the broker under his 
bond for the release of the merchandise. The broker is obligated for a timely follow 
up entry summary, paying estimated duties. Because of this, we attempt to release 
merchandise on the importer's bond.

The waiver would not apply to quota merchandise, any type of merchandise that 
cannot be easily appraised or classified or any type of merchandise where there may 
be a question of redelivery. The U.S. Customs Inspection and Control personnel do 
not have the expertise to appraise or classify merchandise or knowledge of question 
able importations. In most instances it would only be after entry summary is filed 
where determination could intelligently be made to justify release of merchandise 
valued at $1000 or less without a surety bond. There would be a strong temptation 
for unscrupulous importers to break up their shipments, misclassify and thus evade 
duty.

There is an excess of 200,000 informal entries accounted for which would mean 
importations valued in excess of 2 billion dollars that would not be protected by 
surety bonds. Statistics on imported commodities would be askewed by not including 
such a volume of informal entries. Under the present program for ID releases, i.e., 
The Accept Program, Quickline Releases, etc., a system would have to be imple 
mented to establish surety requirements at time of entry and not at time of filing 
entry summary.

Elimination of surety bonds for certain importers or certain commodities would be 
discriminatory. This leads to delays in customs clearance, demurrage charges would 
be incurred creating additional expense for importers. This results in higher landed 
costs of the goods imported and, eventually, would be passed on to the ultimate con 
sumer.
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The customs broker and sureties provide an invaluable service both to the import 

er and the U.S. Customs Service. We feel more comfortable with the surety bond 
system as it now exists and would not be in favor of the proposed changes. 

Very truly yours,
RODNEY L. WEIGHT, 

Vice President Customs Brokerage.

STATEMENT OF WILBUR DANIELS, EXECUTIVE VICE PRESIDENT, INTERNATIONAL LADIES' 
GARMENT WORKERS' UNION, AFL-CIO

This submission is made on behalf of the International Ladies' Garment Workers' 
Union, AFL-CIO (hereafter referred to as the ILGWU) and its 270,000 members en 
gaged in the production of various articles of women's and children's apparel and 
accessories.

Over the last 25 years, an unrelenting rise in clothing imports has devastated the 
domestic industry. Where once (1957), 4 garments out or every 100 sold in the 
United States were imported, today about 50 are imported for every 100 sold here. 
The result has been a steady decline in the number of garment firms in the United 
States and a decline of some 300,000 jobs since peak employment in our industry 
was reached in 1973. The legislation in question, H.R. 4178, would further aggravate 
an already disastrous situation and it is for this reason that we oppose it. Detailed 
comments follow:

The existing law sets $250 as the maximum aggregate value of a shipment which 
may be entered through informal entry procedures in accordance with rules pre 
scribed by the Secretary of the Treasury. H.R, 478 would raise this amount to 
$1,500.

Informal entries are just that. Shippers are not required to file detailed declara 
tions identifying the merchandise involved. While the amendment would ostensibly 
reduce paperwork and improve efficiency, it would also permit a large quantity of 
low-value merchandise to enter the country without accurate reporting. For exam 
ple, in February 1984 the average value of brassieres imported from the Philippine 
Republic under TSUSA 376.2830 was 74 cents per brassiere. Were the ceiling on in 
formal entries raised to $1,500, over 2,000 such brassieres per shipment could be 
brought into the United States subject to informal entry. This is not a small ship 
ment by any definition.

Increasing the informal entry limit to $1,500 could seriously impair the nation's 
ability to enforce the various bilateral textile and apparel agreements negotiated 
under the umbrella of the Multifiber Textile Agreement. Enforcement requires care 
ful identification of imported articles so that may be correctly charged to the vari 
ous quotas.

In the absence of the verification procedures used in formal entry, the door would 
be open to all kinds of error and misrepresentation. Even under formal entry proce 
dures, attempts are repeatedly made to undercount, undervalue or misrepresent the 
type of article or country of origin. With extended informal dollar entry amounts, 
the chances for wrongdoing are multiplied. To permit proper enforcement of the 
textile and clothing bilaterals and prevent erosion of the domestic industry by un 
scrupulous shippers trying to avoid quotas, this bill should be rejected.

STATEMENT OF THE LEATHER PRODUCTS COALITION

SUMMARY
The Leather Products Coalition opposes in its current form H.R. 4178, a bill to 

increase the ceiling on informal entries from $250 to $1,500 because such an in 
crease would result in statistical discrepancies with respect to import data, and thus 
make import monitoring more difficult.

The leather products industries are susceptible to large volumes of low-valued im 
ports. Indeed, in 1982,13.7 percent of all leather-related product entries were valued 
between $251 and $1,000, and another 9.5 percent were valued between $1,001 and 
$2,000.

Increasing the informal entry ceiling to $1,500 would exacerbate the already 
rampant practice of under-valuation of shipments and misclassification of articles in 
order to escape payment of proper duty rates.

It is precisely because these industries—luggage and flat goods, work gloves, 
handbags, footwear and leather wearing apparel—are so import sensitive that they 
rely so heavily on accurate trade data. Import penetration rates for these industries
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range from 35 to 85 percent. Such data are vital with respect to Trade Act filings 
and to monitor accurately the impact of trade flows on the domestic market.

If the Subcommittee decides to move forward with legislation to increase the in 
formal entry ceiling, we urge the Subcommittee to adopt the Matsunaga compro 
mise embodied in Section 205 of H.R. 3398 which has bean approved by the Senate 
Finance Committee. Section 205 exempts leather-related products, and textiles and 
apparel from an increase in the informal entry ceiling. We understand that the 
sponsor of H.R. 4178 agrees with this approach. Should the Subcommittee adopt the 
provisions of Section 205 of H.R. 3398, a further amendment should be added to 
make clear the Census Bureau's responsibilities with respect to publishing all data 
for formal entries in their regular published statistical series. We believe this is es 
sential because of plans of the Census Bureau to publish data on entries of the ex 
cluded products separately, an action which would cause confusion and lead to un 
necessary difficulties in evaluating import data and their trends.

STATEMENT
V

The Leather Products Coalition membership consists of the following organiza 
tions:

Amalgamated Clothing and Textile Workers Union, AFL-CIO; Footwear Indus 
tries of America, Inc.; International Leather Goods, Plastics and Novelty Workers' 
Union, AFL-CIO; Luggage and Leather Goods Manufacturers of America, Inc.; 
United Food and Commercial Workers Union, AFL-CIO; and Work Glove Manufac 
turers Association.

The leather products sector includes such products as work gloves; nonrubber 
footwear; luggage; personal leather goods; handbags; and leather wearing apparel.

The Leather Products Coalition is opposed to H.R. 4178, a bill which would in 
crease the ceiling on informal entries from $250 to $1,500 in its present form. Rais 
ing the ceiling on informal entries would result in statistical discrepancies with re 
spect to import data on the leather-related industries, and thus make monitoring of 
imports more difficult.

It is useful to examine briefly how informal entry procedures affect the Govern 
ment's counting of imports. Goods which are imported under informal entries go un 
recorded in the official TSUSA commodity by country statistics maintained by the 
U.S. Bureau of Census. These statistics are vital to any industry concerned about 
imports and the impact of imports on their industry and market. Even under the 
present ceiling of $250, imports entering under informal entry procedures are not 
counted in the relevant trade statistics by commodity. No quantity data are provid 
ed. Census merely estimates the approximate value of total import shipments of all 
items valued at $250 or less for inclusion in^a single, basket commodity classifica 
tion by country of origin. This basket category is TSUSA 999.9500 ("under 251 
formal and informal entries estimated"); in 1982 the value of U.S. imports in 
TSUSA 999.9500 was $339.5 million, and the total number of informal entries was 
26,713. Any shipments of imported goods valued at under $250, such as, for example, 
shoes, do not get included in the import statistics on shoes but would merely be 
counted in USUSA 999.9500. The first attachment to my testimony contains a page 
from the Bureau of Census Publication FT 246 which illustrates this point. These 
data are absolutely useless in determining the articles, their value, or their quantity 
contained therein.

In 1982, 13.7 percent of all leather-related product entries were valued between 
$251 and $1,000; an additional 9.5 percent of all leather-related product entries were 
valued between $1,001 and $2,000. Taken together this includes over 44 percent of 
the entries of flat goods, 39 percent of the entries of leather apparel, 35 percent of 
the entries cf handbags, 29 percent of the entries of luggage, almost 17 percent of 
the entries of nonrubber footwear, and over 12 percent of the entries of work gloves. 
In all, some 38,000 entries of these products in 1982 were valued between $251 and 
$1,000 and over 26,000 additional entries of these products were valued between 
$1,001 and $2,000. (See attached Table 1 and 2.)

Census has estimated that increasing the informal entry ceiling just to $1,000 
would result in a 22 percent reduction in the number of import records processed 
for total imports. Such a substantial reduction is likely to have significant ramifica 
tions in statistical reporting in certain commodities, particularly low-unit value 
items such as textiles and apparel, and leather-related products. Certainly, for these 
leather-related products, there would be a substantial loss in import records proc 
essed.

It is worth noting that the U.S. Customs Service and the Census Bureau have dif 
ferent criteria for considering a shipment to he an informal entry. Census' defini-
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tion is the one which ultimately affects whether or not an entry gets counted with 
the relevant commodity statistics or in the basket category for informal entries. 
Census' view of informal entries presents a major problem insofar as these indus 
tries are concerned. The following example is illustrative:

1. Assume that the ceiling for informal entries is $1,500. A shipment of shoes ar 
rives in the United States with a total value of $2,300. This shipment, however, is 
composed of three different types of shoes falling into three different TSUSA items. 
One of the TSUSA items (for example, men's leather athletic shoes, TSUSA 
700.3515) is valued at $900; one (for example, men's leather work shoes, TSUSA 
700.3527) is valued at $700; and one (for example, women's leather athletic shoes, 
TSUSA 700.4506) is valued at $700.

2. Customs would process this shipment as a formal entry because the total value 
of the shipment at $2,300 is in excess of $1,500.

3. Census, on the other hand, would consider each of the three items as informal 
entries because the value of the different TSUSA items is $1,500 or less. Census 
would not report statistics on each of the entries in the relevant import statistics on 
shoes. Thus, overall statistics on shoe imports would not contain this $2,300 ship 
ment.

The industries in the leather products sector rely heavily on accurate trade statis 
tics to monitor market conditions relating to imports and import penetration be 
cause these industries are all highly import-sensitive.

The unemployment rate in the leather products sector rose to 17.8 percent last 
year. And import penetration for every portion of the leather products sector is at 
extraordinarily high levels: The latest available data show import penetration for 
nonrubber footwear at 64 percent, luggage at 50 percent, personal leather goods at 
35 percent, handbags at 85 percent, work gloves at 40-45 percent, and leather wear 
ing apparel at 56 percent. As a result, imports need to be monitored closely and 
only the most precise and timely statistics can be relied upon to keep an accurate 
watch on import levels. With large numbers of low unit value items constantly 
being imported into the United States, an increase in the dollar amount of merchan 
dise eligible for informal entry could undermine the efforts of government and in 
dustry to monitor accurately what is coming in and where it is coming from.

For example, the personal leather goods industry has been carefully monitoring 
imports of nylon flat goods (TSUSA 706.3900). In 11'82, the average unit value of 
U.S. imports of nylon flat goods was 76$. At the eu.Tent informal entry ceiling of 
$250, a shipment of about 330 of these items could go unrecorded in import statis 
tics. Raise the level to $1,500 and some 1,980 number of these flat goods could go 
uncounted! Shipments of high-volume, low-unit value items could combine to cause 
substantial undercounting in Census data.

Perhaps most disturbing is the potential of deliberate under-valuation of items in 
order to qualify for informal entry and/or misclassification of items in order to 
evade duty payments. This is clearly not in the public interest. And these problems 
will be exacerbated if the value of the shipments eligible for informal entry proce 
dures L allowed to increase. Not only will under-valuation in general be a problem, 
but the problem of deliberate misclassification of certain products in order to evade 
payment of proper duty rates on these items will likely increase. For example, 
duties on nonrubber footwear vary from 0 to 20 percent and, on luggage, from 6.5 
percent to 20 percent. It will be easy for importers to claim the lower duty rates, 
particularly since informal entry shipments are not subject to a Customs specialist's 
scrutiny. One can only speculate on how much revenue will be lost to the Federal 
Treasury if the ceiling on informal entries is increased six-fold as proposed in H.R. 
4178.

It is precisely because these industries are so import sensitive that they require 
the most accurate data available on imports. Such data are utilized by firms and 
workers in a number of ways, but most often to portray import penetration levels 
accurately in any trade action or complaint filed by a U.S. industry, ranging from 
GSP matters to Section 201 or 301 filings under the Trade Act. Such statistics also 
play a part in establishing eligibility for industry-wide adjustment programs admin 
istered and funded by tne Department of Commerce. Such statistics are equally im 
portant to the Executive Branch.

We strongly oppose an increase in the informal entry ceiling for leather-related 
industries for the aforementioned reasons. These industries and their workers are 
suffering enormously at the hands of imports. To disrupt and camouflage the data 
on which these industries so heavily rely would be to add an additional burden 
which simply cannot be justified at this time.

Therefore, the Leather Products Coalition opposes H.R. 4178 in its current form. 
However, we understand that Congressman McKinney has indicated an interest in
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conforming his bill to Section 205 of H.R. 3398 which has been approved by the 
Senate Finance Committee and is awaiting Senate floor consideration. Section 205 
exempts leather-related products, and textiles and appare! from an increase (from 
$250 to $1,000) in the informal entry ceiling.

If this Subcommittee decides to move forward with legislation to increase the in 
formal entry ceiling, we urge the Subcommittee to accept the language in Section 
205 of H.R. 3398; however, we believe the language must be further amended to 
make clear the Census Bureau's responsibilities with respect to publishing all data 
for formal entries, together, in Census' regular published statistical series.

This clarifying amendment is absolutely necessary because Census, in anticipation 
of favorable Congressional action on Section 205 of H.R. 3398, plans to place import 
data on shipments above $1,000 for the Section 205-exempted industries in the regu 
lar published statistical series, and place import data on shipments between $251 
and $1,000 in a separate series. This would necessitate adding data for many Tariff 
Schedule items from two series of data, a time-consuming operation which is need 
less if the data were published in one series as has been traditionally the case with 
Census import data.

The leather products industries are already heavily import-impacted and can ill- 
afford the idditional time and cost of compiling still more data from separate statis 
tical series. These industries are already overwhelmed by their current statistical 
needs and this Census plan would not only add to that burden, but would also cause 
confusion among all parties that utilize such data. If the Subcommittee moves 
ahead with the Matsunaga compromise, we recommend that the following language 
be adopted.

All data on formal entries for the items referred to in subsection (aX2) shall be 
published by the Census Bureau in all of their regular statistical series for General 
Imports and Imports for Consumption, by TSUSA item, without regard to whether 
such entries are valued at between $251-$1,000, or over $1,000.

Attachments.
SEC. 205. INCREASE IN AMOUNT FOR INFORMAL ENTRY OF GOODS

(a) Paragraph (1) of section 498 of the Tariff Act of 1930 (19 U.S.C. 1498) is amend- 
ed-

(1) by striking out "$250" and inserting in lieu thereof "$1,000"; and
(2) by inserting before the semicolon at the end thereof: ", except that this 

paragraph does not apply to articles valued in excess of $250 classified in— 
"(A) schedule 3,
"(B) parts 1, 4A, 7B, 12A, 12D, and 13B of schedule 7, and 
"(C) parts 2 and 3 of the Appendix, of the Tariff Schedules of the United 

States, or to any other article for which formal entry is required without 
regard to value".

(b) All data on formal entries for the items referred to in subsection (aX2) shall be 
published by the Census Bureau in all of their regular statistical series for General 
Imports and Imports for Consumption, by TSUSA item, without regard to whether 
such entries are valued at between $251-$1,000, or over $1,000.

(c) The amendment made by subsection (a) shall apply with respect to articles en 
tered, or withdrawn from warehouse for consumption, on or after the fifteenth day 
after the date of the enactment of this Act.



366

CAlflffl/WYWUMZ IM IMPORTS rot CONSUMPTION 1-554
TaUe 1. TSUSA Coimnw9<y by Countiy of Orifin

MIIW Ml IIM Mn)

januinw 
HUM aim man m

CWM MUM 
IfW MM

nuM HUM • •HUM ma m mimnamOHM mum tinnm MMM iw
HUM mm MKUIIVT. m BHMUCIW

CWM tUlM HImo MM Mmi Mm MIMen urn ntmm m

jw
KUC

IOWImen

IU
MM mr. no «i nn. n w no. untune 

Mm w w
IMM 111 111
IS) IM Ul IU

IMI*S1 11)1 ID)
MN1 IH IH
Sllll 17 II

IMM 19 IIM
mas. HUM* at n.« «« m. Munw*

BltM M litaim in HI
ItUJM IIU IISSMUM itn iai
nun i« M

inw IM IM
no>. ml ram n. an n w MI MUTWI • imsti ins iiss WM as tss isiw in in

IBIUl IISI 1IS1
nin M ai«i« tm iai

mr. HO. m no. •» t u. MKTWR •
U«S « M 

tlllM 111 111aim in m
IIMW IM IM

UI77I IU IU
1ZBIU lot 1«B

men mr. mi m no. w i«. Mown • iso sii m 112
KHH Ml Ml 

I IMS* III IIImm lu m tilt s s
IMM 2MI IMI

IMtu
M 

IIM

M 
USin

Mil 
IM 

IO1

IWin at nn

M 
IMus till
IM

7M
IM

Ml
Itm

IMI
IDni n
Min

RWau
MA
MOMmen CHAWma
HM>Tnun
WW*awe
HUB
•CTVUCnow fwa nan (mat asm ama mm

.uu noau ana

Mlown

mar WTM.

K >IIi« 
w
SI
Mtsililt

Ul
III
ISS«l

IMI 
11

at n m
M

M
I

B
II
Ia n ss IM n K w u

IUu
171 
17

III 
IM) 
IIM 
IIMm

M
IIa IM

IMnt sis tm m
IS) 

)!»nm in in iw imHM ui
Ml
n

IMS
M

ISIS 
M

I1S1 
M 

IM 
111 
Ifl 
IU 
HI 
IM

IM 
III 
ID

IH! 
Ill

IMI 
IM

IW
ira
IW
nnum am
110
I HI
a
Mtinm

MM

m
IHai us

I1IS 
711 
W

1U1nm in IM iw mi aMi
Ul
MS
II

ISM
m

IMS 
M 

IISIu
IM 
1)1 
IH 
IB 
HI 
ISI

IM 
III 
111

IMI 
III

ISIS 
IM

IMI
IH!
lltl 

BUI
II711am
IU)im 
is
M 

Illl
in

M in ui in m IM m ui
IM

DM
Bill 

111 
M 
III
M 

HI
71 

IM
IIin sa IIM

IM 
117 
Ml
III 
IIIin

ai ui
IK) 

IUm nu tun
IK]tiu IM
I HIHIM

IU 
Ml
II 

Illl
III 

I ill
II!

IM
M

fil
IIIm
IU 
HI 
Ul 

ISllIII in im
177 

IM)
ISS 

IM) 
IMI

nM
MM!am i HI IIM

IB 
Mllie w

MIIM

B)in i

m i

at iin i i
7 
I 
I 
1 
I

III 
I

U) 
I

U)

IIIIII 1 I

Source: U.S. Imports For Consumption And General_J!mpggts^ TSUSA Commodity by Country of Origin. 
U.S. Department of Commerce, Bureau of the Census, FT246/Annual 1982.



367
TABLE l.-INFORMAL ENTRIES OF LEATHER-RELATED PRODUCTS VALUED BETWEEN $251-41,000,

AND BETWEEN $1,001-42,000

Nonrubbef footwear........... .........................................
Handbags...................................................................
1 II0030P

Flat goods.................... .............................................
Leather apparel .........................................................
Work gloves...............................................................

Total...........................................................

Total number 
of entries

...................................................... 177.753

............... .................................... 37,183

...................................................... 26,526

...................................................... 14,849

...................................................... 17,994
................................................... 3.308

.................................................... 277,613

Percent ol entries valued 
between

{251 to 
$1,000

9.2 
22.0 
18.0 
26.8 
25.4 

5.4

13.7

$1,001 to 
$2,000

7.5 
13.1 
10.7 
17.4 
13.4 
6.9

9.5

Source- Prepared by Economic Consulting Services Inc. from data compiled by the U S Census Bureau.

TABLE 2.-SUMMARY OF STATISTICAL INFORMATION RELATING TO INFORMAL ENTRY
[Quantity and value in thousands] 

Total imports (1982) J251-J1.000 $1,001-12.000

Count Quantity Value Couiil Quantity Value Count Quantity 

Nonrubber footwear........... ...... 177,753 481,063 3,087,342 16,297 1,923 9,179 13,391 4,667
Handbags ......
1 II0030P

Flat goods ................ ......
-'teather apparel........... 
* Work gloves '................,

... ... 37.183 
...... 26,526
........ 14,849

17,994 
... .. .. 3,308

192,129 
N/A
N/A

6,699 
4,695

418,298 
336,136

94,262
251,862 
48,430

8,169 
4,765
3,982
4,570 

179

2,270 
N/A
N/A

60 
12

4.581 
2.639
2,251
2,524 

104

4,867 
2,831
2,588
2,403 

229

3,328 
N/A
N/A

85 
37

Total....................... ....... 277,613 N/A 4.236,330 37,962 N/A 21.278 26,309 N/A

1 Includes leather and plastic or rubber work gloves
N/A-Not available, or not applicable
Source Prepared by Economic Consulting Services Inc from data compiled by the U S Census Bureau

CONGRESS OF THF UNITED STATES,
HOUSE OF REPRESENTATIVES,

Washington, DC, May 17, 1984. 
Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade, Longworth House Office Building, Washington, 

DC. ^
DEAR SAM: I wish to respond to your invitation to submit testimony for the record 

concerning H.R. 4178, a bill to increase the value of goods eligible for informal 
entry. I introduced H.R. 4178 on October 20, 1983, whereupon it was referred to 

'your Trade Subcommittee of the Committee on Ways and Means (see tab 5).
Mr. Chairman, I am pleased to report that since that time, the Senate Finance 

Committee has favorably reported H.R. 3398 which contains a similar provision that 
increases to $1,000 the value of goods eligible for informal entry (see tab 4). It is my 
understanding that during the consideration of H.R. 3398 by the Senate Finance 
Committee, groups initially opposed to the informal entry provision sought and re 
ceived amendments which addressed their concerns. As a result, W. Ray Shockley 
(AFTAC), and Stanley Nehmer, on behalf of the Leather Products Coalition, ex 
pressed their support for the bill (see tab 3). It is my hope that adoption of similar 
amendments by your distinguished subcommittee will resolve any and all differ 
ences over this matter. I support the amendments adopted by the Senate and do not 
expect any controversy with regard to the amended version of this bill.

This bill increases the value of goods eligible for informal customs entry into the 
United States. As you know, informal entry allows the consignees of goods without 
the extensive paperwork and lengthy delay otherwise required. Since 1953, the 
value limit on informal entry was $250. Although inflation has reduced the value of 
the dollar to about one quarter of what it was in 1963, no adjustment has been
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made in the informal entry limit. As a result, goods that at one time qualified for 
informal entry must now go through more cumbersome procedures.

Mr. Chairman, this noncontroversial bill will relieve the hardships of inconven 
ience, delay and expense on small importers. It will also relieve any unnecessary 
burden on the U.S. Customs Service, which must deal with this complex and unnec 
essary bottleneck. I urge the Subcommittee to adopt this measure in order to relieve 
the burdens and delays which now exist. 

Sincerely,
STEWART B. McKiNNEY, M.C.

Enclosures.
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08TH CONGRESS 
1st SESSION S.I 184

To amend the Tariff Act of 1930 to iaereaie from 1290 to $1,000 amount for
informal entry of foodi.

IN THE SENATE OF THE UNITED STATES
ANIL 28 (kfiilativt dar. AraiL 26). 1983

BIr. XATSIWAOA introduced the followinf bill; whkb wu read twice and referred 
to the Committee on Finance

A BILL
To amend the Tariff Act of 1930 to increase from $250 to 

$1,000 amount for informal entry of goods.

1 Be it enacted by the Sencie and House of Representa-

2 lives of the United State* of America in Congress assembled,

8 That paragraph (1) of section 498 of the Tariff Act of 1930
4 (19 U.S.G. 1498) is amended by striking out "$250" 'id
5 inserting in lieu thereof "$1,000".

6 SBC. 2. The amendment made by the first section of this

7 Act shall apply with respect to articles entered, or withdrawn

8 from warehouse, for consumption after the date of enactment
9 of this Act
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[Tab 2] 
BEFORE THE COMMITTEE ON FINANCE, U.S. SENATE

COMMENTS OF THE AIR FREIGHT ASSOCIATION, STEPHEN A. ALTERMAN, EXECUTIVE VICE
PRESIDENT AND COUNSEL
SUMMARY OF POSITION

AIR FREIGHT ASSOCIATION
The Air Freight Association strongly supports enactment of S. 1184, a Bill to in 

crease the informal customs entry limit from $250 to $1,000.
The current $250 limit was enacted in 1953 and has not been adjusted to take into 

account the inflation of the past 30 years.
The artificial $250 limit imposed a severe hardship on small importers who are 

forced to endure inconvenience, delay and expense in the customs clearing proce 
dure for relatively inexpensive shipments.

Enactment of S. 1184 will relieve an unnecessary burden on an understaffed and 
overworked U.S. Customs Service.

To the extent that S. 1184 is opposed by members of the U.S. Textile Industry, the 
Air Freight Association is not opposed to an exemption from the proposed $1,000 
limit to accommodate this hard-pressed segment of U.S. business.

BEFORE THE U.S. SENATE COMMITTEE ON FINANCE

COMMENTS OF THE AIR FREIGHT ASSOCIATION, STEPHEN A. ALTERMAN, EXECUTIVE VICE
PRESIDENT AND COUNSEL

Good Morning. My name is Stephen A. Alterman and I am Executive Vice Presi 
dent and Counsel for the Air Freight Association. The Association is a nationwide 
trade organization which represents a large segment of the air cargo industry. Our 
members include airlines, air freight forwarders, and companies which provide both 
services to the U.S. shipping public. A list of AFA members is attached hereto as 
Exhibit I.

Most of the members of the air freight industry operate internationally as well as 
domestically and are therefore vitally into/ested in any legislation designed to ease 
the customs entry process. S. 1184 is one such piece of legislation. At a time when 
budget cuts and an ever increasing number of imports threaten to swamp the U.S. 
Customs Service with more work than it can efficiently handle, any move to simpli 
fy customs procedures must be viewed as a positive step. Such legislation now sits 
before this committee and should be expeditiously approved. Introduced by Senator 
Spark Matsunaga of Hawaii, Senate Bill S. 1184 would amend the Tariff Act of 1930 
to increase from $250.00 to $1,000.00 the amount allowed for informal entry of com 
mercial goods.

Under the provisions of informal entry, the consignee is permitted to pay duties 
and obtain imported goods whose value does not exceed the legal limit at airport 
customs stations at the time of their arrival. In turn, reduced paperwork and lower 
brokerage fees (which can amount to as much as 50% less, if a broker is used) make 
informal entry a particular asset to small businesses. The inability to u«e this proce 
dure on shipments with a value of over $250.00 creates an artificial, government- 
imposed, restriction on international trade and creates unfair and unwarranted bur 
dens on customs personnel who are currently past the limits of their efficient capa 
bilities.

When originally signed into law as the nation's basic customs legislation, the 
Tariff Act of 1930 provided for a $100.00 value limit for informal entry of commer 
cial merchandise into the United States. This amount was increased to $250.00 in 
1953 and has remained there ever since, notwithstanding the fact that significant 
inflation has reduced the purchasing power of the dollar to approximately one-quar 
ter of its 1953 value. Thus, precisely the same goods which once qualified for infor 
mal entry now must be treated as a formal entry, a much more cumbersome, time- 
consuming and expensive process. The net result of the use of the out-dated $250.00 
limit, coupled with the inflation rate since 1953, has been to violate the clear intent 
of the customs laws. A new updated limit, is needed now to cure this inequitable 
situation.

In further support of S.1184, it should be noted that some of our major trading 
partners, Canada, for example, have higher informal entry limits. In addition, other 
individual supporters of a change in U.S. law will undoubtedly come from the grow-
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ing international small package trade, as the value of the most small packages falls 
squarely within the $250.00 to $1,000.00 range. For example, Air Express Interna 
tional, one of the country's major international air freight forwarders, reports that 
it is currently handling approximately 10,000 shipments per month from the United 
States under it "Interpak , or door-to-door, service, but only 500 such shipments 
into the United States. The major reason for this imbalance is the current $250.00 
informal customs entry limit.

Finally, perhaps the most telling argument in favor of the immediate passage of 
S.I 184 is that we understand that the U.S. Customs Service itself is in firm support 
of this legislation. More informal entry results in less work for the harried agency, 
whose workforce is barely able to keep up with its required tasks. Therefore, the 
passage of S.I 184 will prove to be as great a boom to the Customs Service as it will 
be business large and small throughout the country.

Finally, in the past, opposition to legislation similar to S.I 184 has come from 
members of the textile industry who themselves are under severe pressure from for 
eign importers. Recognizing this problem, the Air Freight Association would not 
object to exempting the textile industry from the increased informal customs entry 
provisions.

In summary, because the intent of S.I 184 is the facilitation of international trade 
and the improved efficiency of the U.S. Customs Service, the Air Freight Associa 
tion strongly supports its passage as quickly as possible.

Thank you very much.

AFA MEMBERSHIP LIST

Air Express International; Airborne Freight Corporation; Airspeed, Inc.; Amer- 
ford International Corporation; Associated Air Freight; Burlington Northern Air 
Freight, Inc.; Cam Air International (formerly Fleming International Airlines); 
Combs Airways, Inc.; Emery Air Freight; Evergreen International Airlines; Flying 
Tiger Line; General Aviation, Inc.; Imperial Air Freight; North American Van 
Lines; Pilot Air Freight; Profit Freight System; 8MB Stage Line, Inc.; Southern Air 
Transport; Summit Airlines, Inc.; Surfair; Transamerica Airlines; and WTC Air 
Freight.

[Tab 3]
TESTIMONY OF LEATHER PRODUCTS COALITION

Amalgamated Clothing and Textile Workers Union, AFL-CIO; Footwear Indus 
tries of America, Inc.; International Leather Goods, Plastics and Novelty Workers' 
Union, AFL-CIO; Luggage and Leather Goods Manufacturers of America, Inc.; 
United Food and Commercial Workers Union, AFL-CIO; and Work Glove Manufac 
turers Association.

PRESENTED BY STANLEY NEHMER, PRESIDENT, ECONOMIC CONSULTING SERVICES INC.

My name is Stanley Nehmer. I am President of Economic Consulting Services Inc. 
I am here today in my capacity as consultant to the leather products industries and 
as a representative of the Leather Products Coalition whose membership consists of 
the following organizations:

Amalgamated Clothing and Textile Workers Union, AFL-CIO; Footwear Indus 
tries of America, Inc.; International Leather Goods, Plastics and Novelty Workers' 
Union, AFL-CIO; Luggage and Leather Goods Manufacturers of America, Inc.; 
United Food and Commercial Workers Union, AFL-CIO; and Work Glove Manufac 
turers Association.

The leather products sector includes such products as work gloves; nonrubber 
footwear; luggage; personal leather goods; handbags; and leather wearing apparel.

The Leather Products Coalition is strongly opposed to S. 1184, a bill which would 
increase the ceiling on informal entries from $250 to $1,000. Raising the ceiling on 
informal entries would result in statistical discrepancies with respect to import 
data, and thus make monitoring of imports more difficult.

I think it would be useful to examine briefly how informal entry procedures affect 
the Government's counting of imports. Goods which are imported undfer informal 
entries go unrecorded in the official TSUSA commodity by country statistics main 
tained by the U.S. Bureau of the Census. These statistics are vital to any industry 
concerned about imports and the impact of imports on their industry and market. 
Even under the present ceiling of $250, imports entering under informal entry pro 
cedures are not counted in the relevant trade statistics by commodity. Census
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merely estimates the approximate value of total import shipments valued at $250 or 
less for inclusion in a single, basket commodity classification by country of origin. 
This basket category is TSUSA 999.9500 ("under 251 formal and informal entries esti 
mated"); in 1982 the value of U.S. imports in TSUSA 999.9500 was $395.5 million, 
and the total number of informal entries was 27,112. Any shipments of imported 
goods valued at under $250, such as, for example, shoes, do not get included in the 
import statistics on shoes but would merely be counted in TSUSA 999.9500. The 
first attachment to my testimony contains a page from the Bureau of the Census 
Publication FT 246 which illustrates this point. These data are absolutely useless in 
determining the articles, their value, or their quantity contained therein.

In 1982, 13.7 percent of all leather-related product entries were valued between 
$251 and $1,000. This includes almost 27 percent of the entries of flat goods, over 25 
percent of the entries of leather apparel, 22 percent of the entries of handbags, and 
18 percent of the entries of luggage, over 9 percent of the entries of nonrubber foot 
wear, and over 5 percent of the entries of work gloves. In all, some 38,000 entries of 
these products in 1982 were valued between $251 and $1,000. See Tables 1 and 2 
attached to my testimony.

Census has estimated that increasing the informal entry ceiling to $1,000 would 
result in a 22 percent reduction in the number of import records processed for total 
imports. Such a substantial reduction is likely to have significant ramifications in 
statistical reporting in certain commodities, particularly low-unit value items such 
as textiles and apparel, and leather-related products. Certainly, for these leather- 
related products, there would be a substantial loss in import records processed.

I think Subcommittee members would be most interested to learn, as I was, that 
the U.S. Customs Service and the Census Bureau have different criteria for consid 
ering a shipment to be an informal entry. Census' definition is the one which ulti 
mately affects whether or not an entry gets counted with the relevant commodity 
statistics or in the basket category for informal entries. Census' view of informal 
entries presents a major problem insofar as these industries are concerned. The fol 
lowing example is illustrative:

1. Assume that the ceiling for informal entries is $1,000. A shipment of shoes ar 
rives in the United States with a total value of $2,300. This shipment, however, is 
composed of three different types of shoes falling into three different TSUSA items. 
One of the TSUSA items (for example, men's leather athletic shoes, TSUSA 
700.3515) is valued at $900; one (for example, men's leather work shoes, TSUSA 
700.3527) is valued at $700; and one (for example, women's leather athletic shoes, 
TSUSA 700.4506) is valued at $700.

2. Customs would process this shipment as a formal entry because the total value 
of the shipment at $2,300 is in excess of $1,000.

3. Census, on the other hand, would consider each of the three items as informal 
entries because the value of the different TSUSA items is $1,000 or less. Census 
would not report statistics on each of the entries in the relevant import statistics on 
shoes. Thus, overall statistics on shoe imports would not contain this $2,300 ship 
ment.

The industries in the leather products sector rely heavily on accurate trade statis 
tics to monitor market conditions relating to imports and import penetration be 
cause these industries are all highly import-sensitive.

The unemployment rate in the leather products sector rose from 13.1 percent to 
17.4 percent between 1981 and 1982 alone. And import penetration for the entire 
leather products sector is at extraordinarily high levels: The latest available data 
show import penetration for nonrubber footwear at 64 percent, luggage at 40 per 
cent, personal leather goods at 30 percent, handbags at almost 85 percent, leather, 
work gloves at 57 percent, and leather wearing apparel at 56 percent. As a result, 
imports need to be monitored closely and only the most precise and timely statistics 
can be relied upon to keep an accurate watch on import levels. With large numbers 
of low unit value items constantly being imported into the United States, an in 
crease in the dollar amount of merchandise eligible for informal entry could under 
mine the efforts of government and industry to monitor accurately what is coming 
in and where it is coming from.

For example, the personal leather goods industry has been carefully monitoring 
imports of nylon flat goods (TSUSA 706.3900). In 1982, the average unit value of 
U.S. imports of nylon flat goods was 76$. At the current informal entry ceiling of 
$250, a shipment of about 330 of these items could go unrecorded in import statis 
tics. Raise the level to $1,000 and some 1,316 number of these flat goods could go 
uncounted! Shipments of high-volume, low-unit value items could combine to cause 
substantial undercounting in Census date.
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Perhaps most disturbing is the potential of deliberate under valuation of itmes in 
order to qualify for informal entry and/or misclassification of items in order to 
evade duty payments. This is clearly not in the public interest. And these problems 
will exacerbated if the value of shipments eligible for informal entry procedures is 
allowed to increase. Not only will under-valuation in general be a problem, but the 
problem of deliberate misclassification of certain products in order to evade pay 
ment of proper duty rates on these items will likely increase. For example, duties on 
nonrubber footwear vary from 0 to 20 percent and, on luggage, from 6.5 percent to 
20 percent. It will be easy for importers to claim the lower duty rates, particularly 
since informal entry shipments are not subject to a Customs specialist's scrutiny. 
One can only speculate on how much revenue will be lost to the Federal Treasury if 
the ceiling on informal entries is increased four-fold as proposed in S. 1184.

There are other problems as well. It is not inconceivable that one or more of the 
leather-related products could be the subject of import relief at some time in the 
future, and such import relief might involve the imposition of temporary import re 
straints. If the informal entry ceiling is allowed to increase, how would the U.S. 
Government be able to effectively monitor imports, and thus the restraint arrange 
ments?

Finally, we think that the proposal is poorly timed because it comes at a point 
when imports are flooding the U.S. market in record numbers—causing a record 
trade deficit which is expected to top $70 billion this year and $100 billion next 
year—and trade tensions, both internationally and domestically, are high. Addition 
ally, the bill fails to recognize that it is precisely because these industries are so 
import sensitive that they require the most accurate data available on imports. 
Such data are utilized by firms and workers in a number of ways, but most often to 
portray import penetration levels accurately in any trade action or complaint filed by 
a U.S. industry, ranging from GSP matters to Section 201 or 301 filings under the 
Trade Act. 3'ich statistics also play a part in establishing eligibility for industry-wide 
adjustment programs administered and funded by the Department of Commerce. 
Such statistics are equally important to the Executive Branch. To quote from a 
June 15,1980 letter from the General Counsel of the Department of Commerce to the 
Chairman of the House Ways and Means Committee stating 'Jie Department's reasons 
for opposing an increase in the informal entry ceiling:

The Department believes that enactment of the bill also could adversely affect the 
development of import data essential to our trade negotiations where comparisons 
are made between U.S. import statistics and other countries' export statistics. It 
could also seriously affect the collecting of data necessary to assess the effects of 
imports on domestic industry (import impact data).

We strongly oppose en increase in the informal entry ceiling for the aforemen 
tioned reasons. These industries and their workers are suffering enormously at the 
hands of imports. To disrupt and camouflage the data on which these industries so 
heavily rely would be to add an additional burden which simply cannot be justified 
at this time.

We urge the Subcommittee and the full Committee not to report S. 1184 favor 
ably.

TABLE l.-INFORMAL ENTRIES OF LEATHER-RELATED PRODUCTS VALUED BETWEEN $251-$1,000

Percent of
Total number tflln(s>altltd 

of entries J25J (0
__________________________________________________$1.000
Nonrubber footwear................................................................................................................................ 177.753 9.2
Handbags..........................................................................................................................^ 37,183 22.0
Luggage............................................................................................................™^ 26.526 18.0
Flat goods...... ................................................................................................ ........... ...................... 14,849 26.8
Leather apparel....................................................................................................^ 17,994 25.4
WttrkglovK.................................................................................................................^ 3,308____5.4

Total.........................................................™ 277,613 13.7

30-600 0-85-25
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TABLE 2.-SUMMARY OF STATISTICAL INFORMATION RELATING TO INFORMAL ENTRY
[Quantity and value in thousands]

Total imports (1982)

Nonrubber footwear
Handbags .. .. . ....................
luggage ............................................
Flat goods . . ...................
Leather apparel .................................
Work glows ....................................

Total....................................

Count

.............................. 177,753

......... .................... 37,183

.............................. 26,526

.............................. 14,849
............... . 17 994

.............................. 3,308

.............................. 27/.613

Quantity

481,063 
192,129 

NA 
NA 

6,699 
4,695

NA

Value

$3,087,342 
418,298 
336,136 

94,262 
251,862 
48,430

4,236,330

J251-J1.000
Count

16,297 
8,169 
4,765 
3,982 
4.570 

179

37,962

Quantity

1,923 
2,270 

NA 
NA 
60 
12

NA

Value

$9,179 
4,581 
2,639 
2,251 
2,524 

104

21,278

NA-Not amiable, or M applicable.
1 Includes leather arc! plastic or rubber work gloves
Source: Prepared by Economic Consulting Services Inc from data compiled by the U S. Census Bureau.
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STATEMENT OF THE AMERICAN FIBER, TEXTILE, APPAREL COALITION, BY STANLEY 

NEHMER, PRESIDENT, ECONOMIC CONSULTING SERVICES INC.
SUMMARY

AFTAC opposes S. 1184 for the following reasons:
The MFA requires a sophisticated monitoring system by which textile and appar 

el imports are charged against maximum allowable levels of imports from certain 
countries. This requires precise customs documentation. Ihere are already an inde 
terminate amount of apparel imports which do not get charged against negotiated 
quotas due to informal entry. An increase from $250 to $1,000 in the informal entry 
ceiling wi! 1 result in considerably larger number of import shipments which will not 
be counted a^ai'ist negotiated MFA levels, greatly impairing the operation of the 
MFA.

A major priority for the import-sensitive textile and apparel industries is accurate 
trade data in order to analyze the economic .impact of imports ^ n the domestic 
market. S. 1184 would be a detriment to the collection of accurate traoe data.

Accurate trade data are also needed to set restraint levels on textile ur>d apparel 
products not currently covered by restraints under the MFA, but which art. ^nught 
under control as imports increase to the point of causing disruption to the U'.S. 
market. The new ceiling proposed under S. 1184 would pose a major problem in this 
regard.

The inducement to ship in smaller lots to avoid formal U.S. Customs procedures 
becomes greater as the level of informal entry is expanded. Aggregate import levels 
could become increasingly understated if shipments under $1,000 are not included 
in Census data.

Because many textile and apparel items are of low-unit value, large quantities 
can be shipped under a $1,000 informal entry ceiling.

An increase in the informal entry ceiling will exacerbate the problem of under 
valuation by exporters in order to avoid being subject to restraint levels.

AFTAC urges the Subcommittee to consider the ill-effects of this legislation on 
the operation of the MFA and on the textile and apparel industry. We urge you not 
to favorably report this legislation.

The American Fiber, Textile, Apparel Coalition (AFTAC) is a national coalition of 
labor and management organizations in the textile and apparel industry in the 
United States. The 20 member organizations of AFTAC listed on the cover page of 
my testimony are located throughout the nation and produce the vast majority of 
textile and apparel items made in this country.

AFTAC wishes to record its strong opposition to S. 1184, a bill to increase the 
maximum value of import shipments eligible for informal entry from $250 to $1,000. 
The textile and apparel industry sector is sensitive to imports, and particularly to 
imports from low-wage developing countries. The industry relies upon the Multi- 
fiber Arrangement (MFA) to alleviate the import pressure on the textile and appar 
el industries. While the MFA may not be a wholly satisfactory mechanism for 
import restraint, it is, nonetheless, the only import program now in effect for this 
industry.

The MFA requires a sophisticated monitoring system by which textile and appat- 
el imports are charged against maximum allowable levels of imports from certain 
countries. The procedure for monitoring imports requires precise customs documen 
tation as to the kinds, quantity, and value of imported articles. Even under current 
statutes, however, some apparel items from some countries, despite inclusion in the 
MFA, can be imported into the United States under informal entry procedures if 
the total value of the shipment does not exceed $250. There are already an indeter 
minate number of apparel imports which do not get charged against negotiated 
quotas due to infromal entry.

It is clear that an increase in the maximum informal entry level from $250 to 
$1,000 will result in a considerabley larger number of import shipments which will 
not be counted against negotiated MFA levels. This will not only hinder the oper 
ation of the MFA, but will also injure the industry'* ab; 'ity to monitor its competi 
tive position in the U.S. market. Accurate trade data ai> a major priority for all 
import-sensitive industries in their efforts to analyze the economic impact of im 
ports on the domestic market. Many individual textile and apparel industry seg 
ments, especially those in which high-volume, low-unit value imports are common, 
would be adversely affected by an increased dollar value limit for items eligible for 
informal entry.

Accurate trade data are also tremendously important to set restraint levels on 
textile and apparel products not presently coverd by restaints under the MFA but
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which are brought under control as imports increase to the point of causing disrup 
tion to the U.S. market. When such actions are taken, import levels are set based on 
imports in the first twelve of the last fourteen months. Import data must fully re 
flect import levels in order thai restraint levels are properly set. An increase in the 
level of informal entry, which would result in inaccurate date collection, would 
make this effort difficult.

The textile and apparel industry is still the largest employer in manufacturing in 
the United States although employment in the textile industry is now 1,932,000— 
200,000 below 1980 levels and 400,000 below employment in 1974. If the present 
import trend continues, estimates show that industry employment will decline fur 
ther by 300,000 workers by 1990. Over 65 percent of the workers in the industry are 
women and, since many of them are secondary wage earners, many are unable to 
relocate. Furthermore, one-fourth of the Industry's workforce is comprised of mi 
norities and much of the apparel industry is concentrated in large U.S. cities and 
metropolitan areas where alternative employment opportunities are limited.

Many segments of this industrial complex, particularly in the apparel area, have 
been characterized by plant shutdowns, declining domestic production, and declin 
ing domestic employment, all as a result of increasing quantities of imports. The 
manufacture of apparel is highly labor intensive. Domestic apparel producers find it 
difficult to compete with foreign producers, especially those in low wage, developing 
countries.

The concern over the pending legislation is self-evident. A concern with regard to 
import levels dictates a concern with regard to accurate trade statistics. Fair and 
equitable administration of the MFA depends upon accurate trade data. An increase 
in the maximum value of merchandise eligible for informal entry will make proper 
and effective administration of this import program exceedingly difficult. Many im 
ported items affecting the textile and apparel industry have relatively low average 
unit values. This is becoming an even greater problem today as the People's Repub 
lic of China with textile and apparel products with particularly low unit values in 
creases its shipments to the U.S. The inducement to ship in smaller lots to avoid 
formal U.S. Customs procedures becomes greater as the level of informal entry is 
expanded. Aggregate import levels could become increasingly understated if ship 
ments under $1,000 are not included in Census data.

Attached to our statement is an article from a Hong Kong publication which de 
scribes the action taken by the U.S. Customs Service in Hong Kong when it deter 
mined that made-to-measure clothing shipped to the U.S. was being undervalued to 
avoid being subject to the restraint levels on exports from Hong Kong. The U.S. 
Customs Service reported that this practice had also resulted in a loss of duty reve 
nue to the U.S. of US $300,000 to 500,000 monthly. Raise the informal entry level to 
$1,000 and the Hong Kong merchants will have an even greater incentive to cheat.

There are many examples of imported textile and apparel items which are of low 
unit value and which therefore could take advantage of informal entry procedures. 
For example, the average unit value of imports of men's and boys' cotton shirts 
from the PRC in 1982 was $22.89 per dozen, less than $1 each. Currently, 11 dozen 
of these shirts can enter the United States under the $250 informal entry ceiling. If 
the ceiling is raised to $1,000, shipments of 44 dozen shirts can pass through U.S. 
Customs without being logged for statistical purposes. Shipments such as these 
would go uncounted if S. 1184 is enacted. Unrecorded imports could increase the dis 
ruption to the U.S. market without recourse by the U.S. Government.

AFT AC urges this Subcommittee to consider carefully the negative consequences 
that passage of S. 1184 could have on the operation of the Multifiber Arrangement 
and on the viability of the domestic textile and apparel industry, and other import- 
sensitive sectors. We believe that the evidence justifies that this legislation not be 
favorably reported by the Subcommittee or the full Committee.

ECONOMIC CONSULTING SERVICES, INC.,
Washington, DC, November 4, 1983.

THEODORE KASSINGER, Esq.,
Committee on Finance, U.S. Senate Dirksin Senate Office Building, Washington, 

DC.
DEAR TED: I am writing on behalf of the Leather Products Coalition. You will 

recall I testified on October 21 in opposition to S. 1184 with regard to increasing the 
informal entry level.

On the basis of the amended bill, copy a< Cached, which excludes certain schedules 
and parts thereof of the Tariff Schedules of the United States from the application 
of the increase in the informal entry level, we now concur in this bill.

The members of the Leather Products Coalition on whose behalf I testified on Oc 
tober 21 are the following:
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Amalgamated Clothing and Textile Workers Union, AFL-CIO. 
Footwear Industries of America, Inc.
International Leather Goods, Plastic and Novelty Workers' Union, AFL-CIO. 
Luggage and Leather Goods Manufacturers of America, Inc. 
United Food and Commercial Workers Union, AFL-CIO. 
Work Glove Manufacturers Association. 

Sincerely yours,
STANLEY NEHMER,

President.
Attachment.

A BILL To amend the Tariff Act of 1930 to increase from $250 to $1,000 the value of 
goods eligible for informal entry, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That paragraph (1) of section 498 of the Tariff Act 
of 1930 (19 U.S.C. 1498(aXD is amended-

(1) by striking out "$250" and inserting in lieu thereof "$1,000"; and
(2) by inserting before the semicolon at the end thereof the following: ", 

except that this paragraph does not apply to articles valued in excess of $250 
classified in the Tariff Schedules of the United States Annotated in Schedule 3; 
Schedule 7 part 1, part 4 subpart A, part 7 subpart B, part 12 subparts A and D, 
and part 13 subpart B; and the Appendix to the Tariff Schedules, parts 2 and 3; 
or any other article for which formal entry is required without regard to 
value".

AMERICAN FIBER, TEXTILE, APPAREL COALITION,
Washington, DC, November 4,1983. 

Mr. TED KASSINGER,
Counsel, Senate Finance Committee, Dirksen Senate Office Building, Washington, 

DC.
DEAR MR. KASSINGER: On behalf of the American Fiber, Textile, Apparel Coalition 

(AFTAC), I am enclosing an alternative proposal to S. 1184 by Senator Matsunaga, 
to amend the Tariff Act of 1930 to increase from $250 to $1,000 amount for informal 
entry of goods. The alternative proposal has the support of this coalition. It would 
exclude textiles and apparel from the provisions of the bill. 

I trust this information will be helpful to you. 
Sincerely,

W. RAY SHOCKLEY.
Enclosure.

[Tab 4] 

S. 1184 As AMENDED AND REPORTED BY THE SENATE FINANCE COMMITTEE

A BILL To amend the Tariff Act. of 1930 to increase from $250 to $1,000 the value of 
goods eligible for informal entry, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That paragraph (1) of section 498 of the Tariff Act 
of 1930 (19 U.S.C. 1498(aXD is amended—

(1) by striking out "$250" and inserting in lieu thereof "$1,000"; and
(2) by inserting before the semicolon at the end thereof the following: ", 

except that this paragraph does not apply to articles valued in excess of $250 
classified in the Tariff Schedules of the United States Annotated in Schedule 3; 
Schedule 7 part 1, part 4 subpart A, part 7 -ubpart B, part 12 subparts A and D, 
and part 13 subpart B; and the Appendix to the Tariff Schedules, parts 2 and 3; 
or any other article for which formal entry is required without regard to 
value".
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NATIONAL CUSTOMS BROKERS & FORWARDERS

ASSOCIATION OP AMERICA, INC.,
New York, NY, May 4, 1984.

Re H.R. 4178 (Mr. McKinney) Increasing the Amount for "Informal" Customs Entry 
of Goods.

Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade, Committee on Ways and Means, House of Repre 

sentatives.
DEAR CHAIRMAN GIBBONS: The National Customs Brokers- & Forwarders Associa 

tion of America, Inc. ("NCBFAA"), is a nationwide association of Customs brokers 
and freight forwarders; and which also has affiliated regional at>-sociatipns located at 
major ports throughout the United States. In response to your invitation, we would 
like to make the following comment regarding the above captioned bill.

H.R. 4178 would change the dollar limit for "informal" entries under § 498(a) of 
the Tariff Act of 1930 [authorizing the Secretary of the Treasury to prescribe regula 
tions for the entry of various classes of goods) by raising the present limit of $250 to 
$1,500 (§ 498(aXD; 19 U.S.C. 149&aXDj. However, amended § 498(aXl) would not 
apply to textile and textile products valued in excess of $250, merchandise subject to 
quantitative import restrictions, articles subject to antidumping or countervailing 
duties or any other article for which formal entry is required without regard to 
value. In general informal entries are completed with less paperwork than "formal" 
entries made under § 484 of the Tariff Act (19 U.S.C. § 1484). Usually, the time, 
effort, and cost of the importer is somewhat less than in the iase of merchandise 
requiring "formal" entry. Likewise, we understand that the Treasuiy Department 
supports an increase in the allowable dollar value for informal entries because it 
believes that the average cost of Customs of processing an informal entry is sigless 
than that for formal entries, and in addition, the paperwork burden on the import 
ing public would be reduced.

The NCBFAA does not object to increasing the § 498(aXl) limit to $600.00. We 
think that the $1500-figure proposed in the present bill is excessive. We also believe 
that the Subcommittee should carefully monitor Customs' ability to develop a work 
able system to handle the increase in informal entries under the higher ceiling. We 
also urge that the bill be amended to add the following limitations:

1. Shipments entered through the mails under "informal entry" procedures 
should be limited to a value of $250. According to knowledgeable NCBFAA member 
brokers, the use of mail shipments, which are handled outside the usual channels 
f~r imported merchandise, significantly increases the chance of error, fraud, etc. In 
many instances, dutiable merchandise is erroneously released to the addressee with 
out the collection of duties, or with collection of incorrect duties, or even without 
the package being opened and examined at all. 1 We fear that an across-the-board 
dollar-value increase for informal entries, covering all types of merchandise, entered 
via the mails or otherwise, would be an invitation to unscrupulous shippers or con 
signees to commit wholesale evasion of Customs laws and regulations and wide 
spread fraud on the revenue. The entry documents are prepared by Customs offi 
cials assigned to poet offices rather than the importer or his agent, as is the case 
with other importations. Therefore, by increasing the informal value limitation for 
mail entries, ;ne work load on Customs employees and the cost to the Government 
will also be substantially increased. Therefore we urge that the present clause in 
§ 498(aXD, which includes merchandise "imported in the mails or otherwise," be de 
leted, and replaced with a proviso that retains the present $250 limit for such im 
portations.

2. We also urge that the proposed increase in the value limitation for informal 
entries be accompanied by language which would preclude the unauthorized prac 
tice of Customs brokerage by parties not holding a valid Customs broker's license 
under § 641 of the Tariff Act (19 U.S.C. § 1641). This problem was addressed by the 
last Congress in §201(d) of Public. Law .9t4A6,jwhich.amendedJ_484. of ,the_TarifL 
Act (pertaining to entry procedures in general) to provide, in substance, that the 
"importer of record" on the entry documents must be either the owner or the pur 
chaser, or, upon designation by the owner, purchaser or consignee, a licensed Cim- 
toms broker. As was explained in House Report No. 97-837, 97th Congress, 2nd Ses 
sion, on § 201 of H.R. 6867 (which ultimately became § 201 of Public Law 97-446):

"The remaining parts of this provision deal with the functions of nominal consign 
ees. This clarifying and constricting of responsibilities has grown out of a seeming

1 See 1977 Association testimony on H.R. 8149, 95th Congress, First Session, before the Sub 
committee on Trade of the House Ways & Means Committee (Serial 95-31, pp. 403-405).
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ambiguity in the existing rulings. A Customs Service ruling stated that courier serv 
ices may file informal or formal customs entries in their own name and therefore 
become a nominal consignee eligible to make entries on behalf of others. At the 
same time, customs law states that informal of formal customs business can be 
transacted only by a licensed broker. Under the ruling concerning courier services, 
a concern has arisen that this may so broaden the definition of those who can legal 
ly transact customs business that it would be outside that which is desirable.

"Section 201 therefore modifies Section 484 of the Tariff Act of 1930 to provide 
that required entry jlQCumentat J"~ can be filed only by the owner or purchaser of 
merchandise or By "a 'person holding ^ valid license to conduct such entry business."

The above-mentioned amendment, however, did not affect the introductory lan 
guage to § 484, which excepts from its operation, inter alia, § 498 of the Tariff Act. 
To avoid possible circumvention of the prohibition in Public Law 97-446 against un 
licensed "nominal" consignees clearing ni^rchandise on behalf of others, via the 
device of informal entries made under the new higher value limitation, we urge 
that a conforming amendment be inserted stating as follows:

"In the case of an entry made under the provisions of Section 498(aXl), the im 
porter of record shall be either the owner or purchaser of the merchandise, or, when 
appropriately designated by the owner, purchaser, or consignee, a person holding a 
valid license under Section 641 of the Tariff Act of 1930 (U.S.C. 1641)." 

• Extending the prohibition against unlicensed parties performing Customs broker 
age by preparing and submitting informal entries in their own names on behalf of 
others, would in no way tend to increase Customs' workload, since (as Customs has 
on several occasions acknowledged to the Congress) entries prepared and filed by 
professional, licensed Customs brokers cause far fewer processing difficulties than 
entries prepared and filed by unlicensed parties. In addition, the proposed amend 
ment would not automatically affect the cost of importing under an informal entry, 
because an owner or purchaser desiring to prepare and file his informal entry with 
out the use of a broker may still do so.

To be sure, present § 498(a) authorizes the Secretary to include, in his discretion, 
appropriate § 484 requirements in regulations governing § 498(a) entries. Neverthe 
less we think that the prohibition should be made mandatory and we therefore urge 
that the amendment be adopted. Should you deem it appropriate, we would be 
pleased tojneet with representatives of your staff to discuss our comments. 

Sincerely,
WILLIAM J. ST. JOHN, Jr.



H.R. 5182
To amend the Tariff Schedules of the United Stutes to clarify the duty treatment 

of certain types of plywood.
STATEMENT OF BRONSON J. LEWIS, EXECUTIVE VICE PRESIDENT, AMERICAN PLYWOOD

ASSOCIATION
The American Plywood Association supports H.R. 5182 because it would correct 

an error in tariff interpretation by the U.S. Customs Service. Certain Canadian 
softwood plywoods entering the U.S. have been wrongly classified by the Customs 
Service as building boards," enabling them to qu.-'ify for a much lower tariff than 
the 20 percent lawful tariff on Canadian softwood 'lywoods imported to this coun 
try. H.R. 5182 would correct an error that has alre&uy negatively impacted the U.S. 
plywood industry, and that has potential for much greater damage.

On behalf of the American Plywood Association, which represents the producers 
of more than 81 percent of the structural panels made in the United States, I wish 
to express strong support for H.R. 5182 introduced by Congressman Don Honker to 
correct an error in tariff interpretation by the U.S. Customs Service. The error has 
the potential to significantly affect U.S. manufacturers of softwood plywood by ex? 
posing them to unfair foreign competition.

BACKGROUND

The U.S. tariff rate (TSUS 240.21) for Canadian softwood plywood imported into 
the United States is 20 percent. However, because of a U.S. Customs interpretation 
which we hold to be in error, certain Canadian softwood plywood that has been 
processed (i.e., tongue-and-grooved, edge-worked or shiplapped), is entering the U.S. 
as "building board rather than softwoodplywood.

Under the "building board" category (TSUS 245.80), this Canadian plywood has a 
tariff rate of 3.1 percent ad valorem plus 1.7 cents per pound. This equates to about 
a flat 10 percent tariff or half the tariff rate for softwood plywood. The "building 
board" tariff is also on a declining scale which will drop to 2.4 percent ad valorem 
plus 1.3 cents per pound in 1987.
. On March 4, 1982, the American Plywood Association (APA) petitioned the U.S. 
Customs Service requesting that these plywood panels be properly reclassified as 
plywood with a softwood face under TSUS 240.21 (rather than "as building boards). 
Customs advised APA on December 13, 1982 that such products would continue to 
be classified under TSUS 245.80. APA contested this decision which Customs later 
reaffirmed.

H.R 5182 would correct the inequity by placing softwood plywood which has been 
edge-treated (shiplapped) into its true category of "plywood' rather than "building 
boards "

IMPACT
One of the Washington State plywood plants affected by this Canadian misuse of 

U.S. tariffs estimates the amount of this product imported would allow a second 
shift at their facility. Estimated damages, just for this one plant, is $150,000 a 
month.

While the amount of these incorrectly styled "building boards" imported, jfrpm 
^Canada is a relatively small portion of ~total~U:S. producea softwood plywood, it in 
creased a healthy 74 percent in 1982. While imports of Canadian softwood plywood 
(termed '-'building board") increased, employment in the U.S. softwood veneer and 
plywood industries dropped to 35,000 workers in 1982—down from 43,300 in 1979 
(U.S. International Trade Commission Publication 841).

Unless the Customs error is corrected, the United States could lose significant 
tariff revenue.

As the "building board" tariff schedule declines, exporting plywood under the 
"building board" tariff category could spread to all forms of Canadian softwood ply 
wood exported to the U.S. This would seriously and unfairly impact the U.S.

(382)
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softwood plywood industry, which currently is struggling to recover from the worst 
recession of its history.

A copy of the latest membership roster for the American Plywood Association is 
Attached.
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APA Source List

Producing Members
MARCH 1»M

AMERICAN PLYWOOD ASSOCIATION POBOX 11700 TACOMAWA98411 AC 206 565-6600

AMERICAN FOREST PRODUCTS COMPANY
Amador-Calavena DMalon 
Marlell. California 95664

General Manager—R. J. Ptttlt 
National Salea Division— Panel Product! 
P.O. Box 8220, SlocKton, Ctliloml* 95206

General Sales Manager-Bemle Sloop 
Salea: 209 9464800

ASTORIA PLYWOOD CORPORATION
P.O. Box 117. Aitori*. Oregon 97103

President-Paul Wsllley
O*n. Mgr. 1Sales Mgr.-Elmer Brown 

Salea: 503 3254021

BEAUMONT PLYWOOD CORPORATION 
P.O. Box 368, BMumont, Mississippi 39634

President—Warren J. Hood, Jr.
General Manager—John N. Galloway 

Sales: 8017844472

BINGEN PLYWOOD CO.
P.O. Box 266, Blngan, Washington 96605

Preektent-W. D. Stevenson
Superintendent-Harold Hall
Salt* Manager—Frank Brown 

Salea: 509 493-2155

BOHEMIA INC.
P.O. Box 1619, Eugana, Oragon 97440

PreeWent & Chief Executive Offlcer-S. E. Hitmen
Sales' Manager—Sleven Qilmaa 

Plant: Drain and Vaughn, Oragon 
Salaa:S03 342-6262

BOISE CASCADE CORPORATION
Ona Jefferaon Square, BolM. Idaho 83728 

Praaldant t OhM Operating Officer-Jon H. Mlllar 
Sr. Vice Praa., Tlmbar and Wood Productt- 

John a Forraat
Plants: Elgin, Madford and Whlta City, Oragon; Kettle 

Falla and Yiklma, Wtahlngton; Emmett, Idaho
Salae: Wood Products Marketing
P.O. Box 288S, Portland, Oregon 97206 

Vice PreaWent t General Manager—Vemon a Veron 
Plywood Salea Manager—Rex Panona

Sale*: S03 227O344

BOISE CASCADE CORPORATION
Scarlet Oak Building, 6700 Red Oak Boulevard 
Charlotte. North Carolina 28210

Area Manager-C. A. Kallay
Regional Production Manager, 

So. Atlantic Region—Oary Putnam
Salea Manager—William Burkhokler 

Planta: Moncure, North Carolina; Cheater, South Carolina 
Salea: 704 527-6210

BOISE SOUTHERN COMPANY
P.O. Box 128, Fkxten, Loulalana 71429

Vice Praa. t Mgr., Wood Product* Manufacturing— 
QordonRMcKay

Salea-Robert Miller 
Planta: Ftorien and Oakdale, Louisiana

CHAMPION INTERNATIONAL CORPORATION
Building ProductaDMakm
One Champion Plaza, Stamford, Connecticut 06921

Executive Vice Praeldent-Rlcnard W. Lovny 
Order Central, P.O. Box 10039 
Stamford, Connecticut 08921

Director—Lyle 0. Thompaon 
Planta: Bonner, Montana; Lebanon, Roaeburg and

Gold Beach, Oragon; Seattle, Washington 
Sale* 203 3667764

COASTAL LUMBER COMPANY
P.O. Box 829, Wekkxi, North Carolina 27890 

Executive vice President. Marketing- 
Stephen H. Conger 

Plywood Salea Manager—George Barren
Plant: Havana. Florida
Solea: 919 5364211

COOB HEAD TIMBER COMPANY 
P.O. Box 790, Cooa Bay, Oregon 97420

PraaWent-F. Wlllls Smith
Sales Manager—Pat Ball 

Salea: 503 267-2193

CROWN ZELLERBACH
1500 S.W. First, Portland. Oregon 97201

N.W. Salea Manager-Jim Palorna 
Plant: Omak, Washington 
Salea: 503 221-7297

CUSTOM PANEL, INC.
P.O. Box 1911, Tacoma, Washington 98401

Owner & Preeldent-Wlllle Wanker 
Planta: Madras, Oregon and Tacoma, Washington 
Sales: 503 4756773/206 572-7300

ELMENDORF BOARD CORPORATION
RFD-2,RrverRoed
Qaremont, New Hampshire 03743 

President/General Manager-Paul Heenan 
Vice PnMk>ant/Salea S-Marketing-David Vagoa

Salea: 603 542-9912

EVANS PRODUCTS COMPANY
Forest-Fiber Products Group
P.O. Box 3296, Portland, Oregon 97206

Group Praaktent-Peter H. Koehler
Salea Manager—O. E. Loosen 

Plant: Aberdeen, Washington 
Sales: 903 222-9692

FORESTRY INDUSTRIES, INC.
436 Quay Street, Klnchetoe, Michigan 49786

Owner—Quay Jorgenaen
General Manager—Jerry Thorpe 

Salea: 906 496-2216
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KWT VANCOUVER PLYWOOD COMPANY
P.O. BOX an. Vancouver, waehington 96666

General Manager—JorinP.B*nn*n
Sale* Manager—Dan Krleger 

Sal**: 206 6944366

POUVLYMC.
P.O. Box 890, Orant* Pa**, Oregon 97528 

PTM. t Gtan. Mgr.-Oon OMnlorff 
SUM Manager-Michael Merrill

8tl««aOOS47-W1

GEORtilA-MCiriC CORPORATION
P.O. Box 106606, Atlanta. Georgia 30348 

Chairmen—Robert E. Flowerre* 
Exec. Vice Pree.. BulMIng Product* - 

Stanley E.D*nnl*on
Plant*: CoqulH*, Springfield and Totedo, Oraoon; 

Montfeallo end Warm Sprlr^ Georgia; Croeectt and 
Fordyoe, Arkema*; Otoeter, Loul«vti!* and Taytoravlll*, 
MtotMlppI; Taltadegaand Peterrnen, Alabama; 
ProeparMy and HuateHvllle. South Carolina; Emporla. 
Virginia; WMttvlH* and Oudl«y, North Carolina: 
Hawthorn*, Florida; Woodland, Main*

SatoK WMt - S03 2224861; South - 404 S21-4000

GREAT fOUmOW HYWOOD COMPANY
P.O. Box 215, Oadar Sprlno*. Qtorgla 31732

V!o» Prat, a Qaa Mor.-W. K. HoMkl
Sal** Managar—Judy Moor* 

Sal**: 912 372-6821

GKEGOIIY TIMBER RESOURCES, INC.
P.O. Box C, Qlwidal*, Oregon 97442

Own«r-Wllllam H. Gregory
General Manager-Tom Mehl
Sale* Manager— Robert Reyneke 

8eJee;S03 832-2121

HAKOC. MUTUAL PLYWOOD CORPORATION
P.O. Box 388, Otympla, Waahlngton 98907

PTMKM(lt~>DftVKi W1W
Oen. Mgr. t Sale* Mgr.-V. A. Durham 

S^et: 209 362-75*3

HUNT PLYWOOD COMPANY. INC. •
Bt 1, Box 154, Pollock, LouKlan* 71467

Vice Pre*. t Oen. Mgr.-Hemy E. ClarK
Sale* Manager—Jimmy Hunt 

Sale*: 318255-1130

IDAHO VENEER COMPANY
P.O. Box 339, Poet Fall*, Idaho 83854

Pre*. i Oen. Mgr.—Leonard A. Malloy
Selee Manager-W. 0. "BIN" Been 

Sal**: ?J6 773-4511

INTERNATIONAL PAPER COMPANY
International Paper Plan 
77 Weat 46th 81, New York, N.Y. 10038 
SalM OHIO*: P.O. Box 809024, Dalle* Teut 753604024 

Ovn, Mof. MkvlMMInQ ~* Wood Products Qroop •
Richard P. Button 

Mgr^ Wood Product* Marketing
JameeP.Olmedo, Jr. 

Plant*: Qardkwr, Oregon; Ourdon, Arkaneat;

S«W*:2t4B34«X)0

KMY NREBT mDUBIIIBS. INC.
P.O. BOX 1614, HouMOOaxat 77001

Oen. Sal** Mgr.-Porter Taykx 
Plant*: Sllabae, Bon Wler and Cleveland. Texaa 
' : 713689-1421

KOQAP MANUFACTUIINO COMPANY
P.O. Box 1606, Medford. Oregon 97901 

Pp§wOwit*~8. V* MoQuttn
Manager & Sale* Manager— Chart** Hetfner 

8*le*:«&77»«00

LANO * OANONES CORPORATION-MEDPLY
P.O. Box 2488, Whit* CHy, Oregon 97501

PreekJerrt* Sal** Manager-Clyde Lang • 
Sal**: 803 8290142

UNNTON PLYWOOD ASSOCIATION
10804 NW BL Helen* Bd, Portland, Oregon 97231

Pr«)wo>nt*~BHt Atwn
Qeneral Manager-Richard Hall
Sale* Manager— Jack Flnnell 

Sale*: 903 2864872

LOUWANA-PAOFIC CORPORATION
111 8.W. Fifth Avenue, Portland, Oregon 97204 

Chairman t PraaloVwt-Harry A. M*rio
Plant*: Corrtgan. LufWn and New Wavarty, Texa*; Urania, 

Loylejana; Arcata and Standard, Callfomla; Hayward, 
Wtoooowfij Hounon, Mwot

Sale*: Contgan, Lufkln, New Waverty t Urania plant* -
Richard Natale 406 79*0841 

Arcata plant - Jama* DIMattao 707 822-6(61 
Standard plant — Jkn Murray 918 527-2075 
Hayward plant - William Jacob 312 3974633

MacMJLLAN BLOEDCL INC.
P.O. Box 336, Pin* Hill, Alabama 36769 

Pnw. Pin* Hill Operatkxw-Wyatt Shorlar 
Reeldent Mill SakM Manager, Wood Product*- 

J. Robert Paine
Sakw 205 9834391

tecMLLAN BLOEDELLTD.
P.O. Box 2504, Annacl* Itland
New W*«tmln*ter, B.C. V3L 5J1, Canada

Manager, New Product* Mktg.— Art Schmon 
SakM: 804 526-3624

MANVIUE FOREST PRODUCTS CORPORATION •
P.O. Box 488, Station 10, Wait Monrot, Loulilana 71291

PreeMent— W. T. Stephen*
Plywood Sale* Manager— C. A. Catteel 

Plant*: Joyce, Loulelana; Hultlg, Arkanaa* 
Sale*: 318362-X16
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NEDFORD CORPORATION
P.O. Box 880, Medtord. Oragon 97801 

Prat. a. CMtf Operations Offlotr-Robert F. Hlgglni 
Vice Pratldent, Operations-Robert Ktllto 
Plywood SalM Manager- A E. Atttrbury

Plants: Medtord and White City, Oregon
StlM: 803 779-1881

NUIR REDWOOD CO., PLYWOOD DIVISION
P.O. Box 640. Merlin. Oragon 97832

Resident Mgr.-Wllllam A Roberts
Plywood Stbt Mgr.-Ptter Reyneke 

Seta: 603 4784879

NT. IAKER PLYWOOD INC.
P.O. Box 997, Belllnghtm, WMhlngton 96225

Pratldtnt-JtmM a Johnston
General Mantotr-Wllltrd Muhlbeler 

Site 206 7334MO

MULTNONAH PLYWOOD CORPORATION
P.O. Box S99, St. Helens, Oragon 97061

President-William Ezzell
Sales Manager—Bobwtckttont 

SUM: 803 2284623 '

NORTH PACIFIC PLYWOOD INC. «
P.O. Box 36, Graham. WMhlngton 96338

President- Bruce Haoer
General Mgr. ft Sales Mgr.—Burgy Church 

SUM: 206 8474861

OWENS-ILUNOIS.INC.
Forest Products DhrKlon
P.O. Box 1000, Jatptr, T*XM 75961 

Plant Manager—E. a Joumee 
Production Manager—Brian Thompson 
Wood Products SUM—Jim Perklnt

SUCK 409 3844404

PELICAN SPRUCE NBU LTD.
11860-184 Strait
Edmonton, Alberta T5M 3N8, Canada

Pre*Weot-AI*nH.Owen 
SalM: 403 4524396 
Plant: Edeon, Albert*

PENINSULA PLYWOOD
OMskxi of ITT-Beyonler, Inc.
439 Marine Drive, Port Angel**, WMhlngton 98362

Director, Wood Products Northwest-Lee Nutter
Division Manager-Paul Slalom
StlM Manager—Kari Alteneder 

SUM: 206 467-4421

PLUM CREOC TIMBER CO., INC.
P.O. Box 160, Columblt Fall*, Montana 5*912 

President & CWel Executive Officer—Devtd Leland 
Sales Manager—Robert J. Owens

Plant*: Columbia Fall* and Kallapell, Montana
Sales: 406892-2141

POT. ATCH CORPORATION
P.O. Box 3691, 8*n Frtnctoo, C*Hioml>94119

PTMMMt I OhM Opmtlng Offlotr-R. M. StMl* 
WMt*m DMtton, Wood Product* Group 
P.O. Box 1016, UwlMon, M*ho 83801

P*n«l SUM Mgr.-0n>gg L McKM, Jr. 
PMnt*: LMriMon, PtafC* MX) St. M*rH*. Idaho;
S«lM: S6> 486-4801

PRCMEIl PLYWOOD CORPORATION
P.O. Box 300, WMtflr, Oragon 97492

Pre*ld*nt-J*ck Rowbotrum 
S*IM: 503 782-4286

PUOET SOUND PLYWOOD, INC.
P.O. Box 1376, Ttcom*. WMhlngton 96401

Chairman— LM B*nn*tt
Owi. Mgr. t S*lM Mgr.-ChwlM L Mlntktn 

S*!M: 208 627-4111

ROSBORO UMKR COMPANY
P.O. Box 20, Spring! Md. Oragon 97477

Qtn*ral M«n*g*r-P*ul B. Cota
S^M Mtmgw-Mllui Morriucy 

S*lw 503 7464411

ROSEBUIG LU94KH COMPANY
P.O. Box 10T», RoMburg, Oraoon 97470 

PrMldtnt l> CEO-John J. Sttphtnt 
Qtn. StlM Mtntgtr— CritriM S. Gardlntr

Pltnt: Coqulllt, Oragon
SUtc 903 6790311

ST. REGU PAPER CORPORATION
P.O. Box 1593, Tacomt, WMhlngton 96401

Vice FT*. & Qtn. Mgr. of Optrttlont, Lumbtr/Ptywood
Owltlcn— Mlchttl Fltnntry 

StlMOHIct: 
1019 Celtic Avwiut. Ttcomt, WMhlngton 96402

DlfOCtOf, Miritttlng t StlM-Howwd C. A. Hunt* 
Pltnt: Llbby, Monttnt 
Sttat: 208 572-6178

SANTIAM SOUTHERN COMPANY
Dlvitkxi ol Wllltmtttt InduttriM, Inc. 
P.O. Dnrntr 1100, Rutton, Loulsltnt 71270

Qtn. Mgr., Southtrn Building Producti- 
D.J. Young

Southtm DMtlon S*lM Mintgtr— Cltyton Btmi 
Silt*: 318 2564256

SCOTCH PLYWOOD CO. OF ALABAMA
Fulton. Altbtmt 36446

Pratkttnt-ThomM H. O'Mtlla, Jr.
SalM Managtr— F. E. Powtll 

SalM: 208 6364424

SIMPSON TIMBER COMPANY
900 Fourth Avtnut, SMttlt, Washington 96184

Prwkltnt-F. C. Mo««l«y 
Third & Franklin, Shtlton, Washington 98584

Vie* Pras. & Gtn. Mgr., Northwest Optrttkmi— 
T. R. Ingham, Jr.

Marketing Mgr., Panel Products-John J. White 
Plants: Shtlton and McCleary, Washington; Albany,

Oregon 
Sales: 2084264361
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•GOTO COAIT LUMBER CO.
Plywood Division
P.O. Box 020, Brooking*. Oregon 97415

Presldent-WIIHainFallert
Sales Manager— Dan Froehle 

Sale*: 503 469-5022 \

SOUTHERN OHEGON PLYWOOD, INC.
DM*lon of Medford Corporation
«06 S.E. J Strati, Grants Pass, Oragon 97526

Vice President, Operations-Robert K*ll*o
Sale* Menager-R. E. Atterbury 

Sale*: 503 779-1561

SOUTHWEST FOREST INDUSTRIES
P.O. Box 7546, Phoenix, Arizona 6501 1 

Exsc-Vlc* President-Donald A. QravM 
Manager, Plywood Selee-Wllllam a Doyle

Plants: Albany.Grants Paas «nd Whll* City, Oregon
Sale*: 602 264-1147

STEVENSON CO-PLY. INC.
P.O. Box F, St«v*nton, Washington 98648

President-Jack B»ll
O«n. Mgr. and Sales Mgr.— Robtrt B«mM 

S«l«§: 509 427-5821

TEMPLE^ASTEX WCORfORATEO
P.O. Df»wK N, Dtboll, Ttxu 75941 

Group Vie* PratldMt. Building Products
Divltkxi-Htrold Mtxwtll 

Prod. S«lM Mgr.-Rty Sklnn«r
Pl*nt: Pln«l*nd, Texas

UNION CAMP CORPORATION
BulWIng Products DMeton
P.O. Box 36, Chapman, Alabama 36015

Plywood Sale* Manager-Fred Falrcloth 
Sale* 205 3764241

TEXTUHED FOREST PRODOCTS, INC.
P.O. Box 125, Wishougti, Wsshlngton 96871

General Manager-Gene Weber 
Sales: 206635.2164

TIMBER PRODUCTS COMPANY
P.O. Box 1688, Medford, Oragon 97501 

General Manager— Joseph H. Gony»a 
Director ol Sales-L J. Moon

Sales: 503 7474577 800547-9520

TIM-PLY-CO
P.O. Box 1808, Medford, Oragon 97501 

General Manager— Joseph H Gonyea 
Director of Sales-L J. Moor*

Sales: 503 7474577 800547-9520

WARM SPRING* FOREST PRODUCTS INDUSTRIES
P.O. Box F, Warm t

General Mtnag 
Sales: 503 853-lti

F. Warm Springs, Oragon (7781 
H Manaoer-ftebert wT Macy, Sr. 
) 663-1(31

WEYERHAeUSER COMPANY
Taooma. Washington 96477 

Group Vice President, Wood Producta-lynn Endkxm
Plant*: LMngston and Wllport, Alabama; Mountain Pine 

and Dterhs, Arkansas; Philadelphia. Mississippi; 
Grayling, Michigan; Plymouth and Jacksonville, North 
Carolina; Wrtght City, Oklahoma; Klamath Falla, 
Sprlngllekl and North Bend. Oragon; Longvtew t
SOOQUMfltWi WsMnlOQtOn
lie*: Southern Trading Center
P.O. Box 1080, Hot Springs, Arkansas 71901
5016244631
Western Trading Center
Taooma. Washington 96477
208W4-5917

WHITE CITY PLYWOOD COMPANY. OREGON LTD.
6360 Agate Road, White City, Oragon 97501

General Manager—Joaeph H. Gonyea
Director o( Sales-L J. Moora 

Sale*: 503 7474877 600547-9520

WtLLAMETTE INDUST1IIE8. INC.
First National Bank Tower
1300 S.W. Fifth A»., Portland, Oragon 97201

President, Chief Exec. Officer & Chief Opar. Offlcer-
WllllamSwlndells,Jr. 

P.O. Box 907. Albany, Oregon 97321
Vice President, Sales-Richard E. Oevls
Plywood SMes Manager— Eugene Waltere 

Plants: Sweet Home, Lebanon, Springlleld, Foster and
Dallas, Oregon; Taykx, Louisiana; Emerson, Arkansas 

Ssles: 503 928-7771

WHLAMETTE INDUSTiUES. INC. 
Dodson Division
P.O. Box 96, Dodson. Loulalana 71442 

General Manager, Southern Building Products
D.J. Young 

Southern Division Sale* Manager—
OaytonBams 

Sales: 316 2SM2S8

WOODKRAFT DIVISION
Georgia Kraft Co.
P.O. Box 2488, Peachtrae dry, Georgia 30269 

General Sale* Manager—Jam** J. Davla 
Plywood Sales Manager-David L Adams

Plant: Madison. Georgia
Sales: 404 487-8868
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Mill Names and Numbers
Note MMntnumbtnmuiMMlgntd.

1 Fort Vancouver Plywood Company
2 Peninsula Plywood, Dlv. of

	rrT-Rayonler, Inc. 
S Georgia-Pacific Corporation
9 Champion International Corporation

10 Slmpeon Timber Company
11 Slmpson Timber Company
16 Pug*t Sound Plywood. Inc.
18 Georgia-Pacific Corporation
20 Evans Products Company
22 Champion International Corporation
25 Weyerhaeuser Company
30 Slmpton Timber Company
46 Southern Oregon Plywood, Inc.
50 North Pacific Plywood, Inc.
54 Muknomah Plywood Corporation
57 Timber Products Company
59 Premier Plywood Corporation
60 Mt. Baker Plywood Inc.
62 Axtorla Plywood Corporation
69 International Paper Company
78 South Coast Lumber Company
79 Hardel Mutual Plywood Corporation
80 Weyerhaeuser Company
84 Lang & Gangnes Corporation—Medply

104 Stevenson Co-Ply, Inc.
108 Coos Head Timber Company
119 Georgia-Pacific Corporation
128 Llnnton Plywood Association
134 Bohemia Inc.
138 Champion International Corporation
146 Blngen Plywood Company
159 Wlllamette Industries, Inc.
161 Weyerhaeuser Company
164 American Forest Products Company
172 Champion International Corporation

173 Rofboro Lumber Company
182 Medford Corporation 
185 . Bode Cascade Corporation
189 White CKy Plywood Company
190 St. Regta Corporation
193 Weyerhaeuser Company
200 Georgia-Pacific Corporation
202 Fourpry Inc.
204 Boise Cascade Corporation
208 Idaho Veneer Company
209 Kbby Forest Industries, Inc.
210 Wlllamette Industries, Inc.
211 Wlllamette Industries, Inc.
212 Wlllamette Industries, Inc.
214 Willamette Industries, Inc.
215 Potlatch Corporation
216 Weyerhaeuser Company
217 Plum Creek Timber Company
219 Boise Southern Company
220 Georgia-Pacific Corporation
221 Boise Southern Company
223 Scotch Plywood Company of Alabama
225 Weyerhaeuser Company
227 Santiam Southern Company
230 Georgia-Pacific Corporation
233 Wlllamette Industries, Inc.
236 Weyerhaeuser Company
244 Georgia-Pacific Corporation
245 Willamette Industries, Inc.
246 Boise Cascade Corporation
249 Georgia-Pacific Corporation
251 Boise Cascade Corporation
252 Boise Cascade Corporation
256 MacMlllan Bloedel Inc.
257 Great Southern Plywood Company
262 Union Camp Corporation

(ConttniMd not p*g«)
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Mill Names and Numbers
MlMlnQ nuffiwn m UMMVMQ<

264 LouMana-Padftc Coiporatlon
265 Medford Corporation '
266 Southwest Forest Industries
267 Southwest Forest Induitrits
269 Warm Springs Forest Product! Industrie*
271 Georgia-Pacific Corporation
277 International Piper Company
281 Georgia-Pacific Corporation
282 Georgta-Padftc Corporation
283 UuWaM-PtdAc Corporation
284 TIM-PLY-CO
285 Bob* Cascade Corporation
286 Southwtit Forest Industries
288 Manvffie Forest Products Corporation
289 Weyerhaeuser Company
292 Weyerhaeuser Company
293 LouWana-Padflc Corporation
294 Weyerhaeuser Company
295 Owens-Illinois, Inc.
298 Georgia-Pacific Corporation
299 Weyerhaeuser Company
300 Weyerhaeuser Company
304 Potlalch Corporation
309 Potiatch Corporation
314 Champion International Corporation
315 Kogap Manufacturing Company
319 Crown Zellerbach
320 Temple-Eastex Incorporated
322 Klrby Forest Industries. Inc.
323 Georgia-Pacific Corporation
324 Georgia-Pacific Corporation
325 Southwest Forest Industries
326 Southwest Forest Industries
329 Georgia-Pacific Corporation
330 Miller Redwood Company
331 Custom Panel. Inc.

332 Textured Forest Product*, Inc.
334 Weyerhaeuser Company
337 Louisiana-Pacific Corporation
338 Botoe Cascade Corporation
340 Georgia-Pacific Corporation
343 International Paper Company
344 Woodkrafl OlvWon

	Georgia Krafl Company
345 Wflamette Industries. Inc.
346 LouWana-Padflc Corporation
347 Plum Creek Timber Company, Inc.
348 Gttorgla-Padftc Corporation
349 Klrby Forest Industries, Inc.
350 Forcstpry Industries, Inc.
351 Coastal Lumber Company
352 Georgia-Pacific Corporation
353 Potiatch Corporation
354 International Paper Company
355 Elmendorf Board Corporation
357 LouWana-Padftc Corporation
358 Georgia-Pacific Corporation
360 Bote Cascade Corporation
361 Weyerhaeuser Company
362 Gregory Timber Resources, Inc.
363 ManvlOe Forest Products Corporation
364 Custom Panel, Inc.
365 International Paper Company
366 Potiatch Corporation
367 Roseburg Lumber Company
368 Louisiana-Pacific Corporation
369 Beaumont Plywood Corporation
370 Louisiana-Pacific Corporation
371 Pelican Spruce Mills Ltd.
372 Bohemia Inc.
373 MacMillan Bloedel Ltd.
374 Hunt Plywood Company, Inc.

Form No. VMOJ/ftovlMd Match 1964/2000
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EVANS PRODUCTS Co., 

Aberdeen, WA, May 7,1984.
JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, U.S. House of Representatives, Wash 

ington, DC. 
DAVID C. DA vis, 
Vice President and General Manager, Evans Products Co., Harbor Mill, Aberdeen,

WA.
Submitted in behalf of my employer, Evans Products Company. 
I am writing in support of Congressman Don Honker's H.R. 5182. It is ludicrous to 

tallow cedar plywood siding to be imported from Canada under the classification of 
"building board". The product is plywood and should be classified as such. 

Yours truly,
DAVID C. DAVIS, 

Vice President, Forest-Fiber Group.

STATEMENT OP JOHN B. REHM, COUNSEL, ON BEHALF OF MACMILLAN BLOEDEL LTD., 
VANCOUVER, BRITISH COLUMBIA, CANADA

H.R. 5182 is objectionable for the following six reasons and should therefore be 
disapproved by the Subcommittee on Trade and the Committee on Ways and Means:

1. It is based on a misunderstanding of the provisions in the Tariff Schedules of 
the United States concerning building boards.

2. It purports to close a "loophole" that is, in fact, nonexistent.
3. It would prejudge an issue now before the U.S. Court of International Trade.
4. It would violate U.S. obligations under the General Agreement on Tariffs and 

Trade (GATT) and injure other U.S. industries.
5. It is not justified on economic grounds.
6. It is, despite the claim to the contrary, protectionist in nature.
H.R. 5182 was introduced by Congressman Bonker (D-Wash.) on March 20, 1984. 

Congressman Bonker explained the bill in his statement v'hat was printed at page 
E1086 of the March 20, 1984, Congressional Record. A copy of that statement is at 
tached.

The Tariff Schedules of the United States (TSUS) provide for softwood plywood in 
item 240.21. The TSUS also contain two provisions covering building boards—items 
245.80 and 245.90. Item 245.80 covers laminated boards, and items 245.90 covers 
other boards made from vegetable fibers. It is reasonably clear from Congressman 
Honker's statement that his bill is directed against item 245.80 and not item 245.90, 
particularly since it refers only to the date of duty applicable to item 245.80. The 
rate of duty under item 240.21 is 20 percent, while the rate of duty under item 
245.80 is effectively 10 percent according to Congressman Honker's statement.

In the case of MacMillan Bloedel, the product in question is an exterior-grade, 
cedar-faced siding panel that is edge-worked, as by being shiplapped. The cedar 
facing provides durability against exposure to various weather conditions. The edge- 
worked joint affords a weather-tight joint between panels. The face of the panel is 
texturized to provide a rough sawn appearance, and it is grooved at intervals for 
decorative purposes to simulate the appearance of boards. The product is used 
almost entirely as exterior siding on walls of houses. It L no longer plywood, and it 
is not saleable or useable for the applications for which plywood is typically used.

Against this background, the bill is objectionable for the following six reasons.
First, the bill is based upon a misunderstanding of item 245.80, which covers lami 

nated building boards. As defined in headnote l(e) of part 3 of schedule 2 of the 
TSUS, building boards are panels of rigid construction that are "chiefly used in the 
construction of walls, ceilings, or other parts of buildings". Therefore, mere edge- 
working of plywood does not in and of itself qualify the plywood as laminated build 
ing boards. The U.S. Customs Service (Customs) must determine that the edge- 
worked plywood is chiefly used in the construction of parts of buildings. As noted 
above, MacMillan Bloedel's product is significantly different from plywood and satis 
fies all the criteria for classification as building boards.

Second, the bill purports to close a "loophole" that is, in fact, nonexistent. Ply 
wood that has been edged and that is chiefly used in the construction of parts of 
buildings has been classified as building boards since 1968. In fact, Customs has 
issued several formal rulings since 1968 classifying such plywood as building boards. 
Reliance upon such Customs' rulings over a period of about 16 years hardly consti 
tutes the exploitation of a "loophole*.
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Third, the bill would prejudge an issue that is now before the U.8. Court of Inter 

national Trade (CIT). On August 25,1983, the American Plywood Association (APA) 
filed with the CIT a complaint against the U.S. Government, taking the position 
that the edge-worked plywood should be classified not as building boards but as ply 
wood. The U.S. Government filed its answer to the complaint on October 31, 1983. 
Since then, APA has engaged in pre-trial discovery. MacMillan Bloedel is a party in 
interest in the action. Trial is not expected for several months, and the CIT is not 
likely to issue its decision before the fall of 1984. The Congress should therefore 
defer any action until the courts have finally resolved the issue.

Fourth, the bill would violate the General Agreement on Tariffs and Trade 
(GATT) and thereby injure other U.S. industries. The rate of dutv in item 245.80 is 
bound in the U.S. Schedule XX to the GATT. That is, the United* States has under 
taken a formal international obligation not to change that rate except in accordance 
with specific procedures prescribed by the GATT. Since H.R. 5182 would not comply 
with such procedures, it would violate the U.S. obligation. Such violation would 
cause other U.S. industries to suffer. The United States would either have to pay 
compensation in the form of reduced duties on imports or suffer retaliation in the 
form of increased duties on exports.

Fifth, the bill is not justified on economic grounds. Although Canadian imports 
under item 245.80 have increased in recent years, they remain an insignificant por 
tion of domestic consumption. According to the International Trade Commission, Ca 
nadian imports of all softwood plywood have traditionally accounted for less than 1 
percent of domestic consumption. In the case of edge-worked plywood classified 
under item 245.80, which is typically softwood plywood, th< re is good reason to be 
lieve that Canadian imports are well under 1 percent of domestic consumption—and 
perhaps as little as one tenth of 1 percent. Such imports could not possibly cause or 
threaten injury to the domestic industry.

Sixth, the bill is, despite the claim to the contrary, protectionist in nature. In his 
statement, Congressman Banker asserts that the bill "should not be regarded as 
protectionist". Yet is would uouble the rate of duty on building boards, and it would 
do so in opposition to 16 years of consistent Customs' rulings, in violation of U.S. 
obligations under the GATT, and without the slightest economic justification. On 
this basis, it would be hard to find a bill that better typifies protectionism.

This statement is submitted on behalf of MacMillan Bloedel Ltd. by its Washing 
ton, D.C., counsel, John B. Rehm, Busby, Rehm and Leonard, P.C., 1629 K Street, 
N.W., Suite 1100, Washington, D.C. 20006 (202) 857-0700.

Attachment.
[From the Congressional Record, Var. 20,1984]

Plywood Tariffs 
HON. DON BONKER OF WASHINGTON, IN THE HOUSE OF REPRESENTATIVES

Tuesday, Mnrch 20, 1984
MR. BONKER. Mr. Speaker, I am today introducing legislation to close a loophole 

in the U.S. tariff schedule that is needlessly and unfairly costing jobs in the Pacific 
Northwest wood processing industry. Left unconnected, the job toll stemming from 
this problem will steadily increase.

Certain plywood sheets are being exported by Canada to the United States as 
building boards rather than as plywood under the U.S. tariff schedule. This subjects 
such Canadian exports to a much lower tariff schedule, making the products cheap 
er than comparable plywood produced in the United States. The tariff category 
called building boards was aparently intended to be a residual one for special-use 
construction panels that might not fall into either plywood or wood veneer panel 
categories.

Instead, it has become a loophole category. By simply altering the edge of a
wood sheet, foreign producers are able to get their products categorized as building 
boards, qualifying for the dramatically lower tariff treatment. In theory, the 
edgework dedicates the sheet to some unspecified special construction use. In fact, 
the use of such sheets is no different than plywood sheets with plain edges.

My legislation would revise the building Board category to insure that it is used 
only for special-use panels, and not for plywood. This revision makes the U.S. tariff 
schedule for these products conform more closely to the' international code, which 
contains no building board category at all. Maintenance of a building board category 
in the U.S. code would only frustrate efforts to insure internationally recognized 
tariff categories, and continue to damage our own wood products industry.
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While the tariff on plywood is a flat 20 percent, the so-called building boards, used 

as plywood, are exported subject to a tariff of 1.9 cents per pound plus 3.4 percent. 
The plywood industry estimates that this schedule equals a flat 10 percent tariff. 
Under the U.S. tariff schedule, even that will continue to decrease dramatically.

While the volumes imported from Canada under this category represents only a 
portion of plywood products marketed in the United States, the volume jumped an 
alarming 74 percent in 1982. My greatest concern is, as the tariff schedule de 
creases, the practice of exporting plywood under the building board category may 
spread to all forms of plywood exported by Canada to the United States. Such a 
practice would be devastating to our industry.

Mr. Speaker, the wood products industry has been and remains committed to free 
and fair international trade, despite its losses due to numerous unfair trade prac 
tices by foreign competitors. For example, the industry strongly supports further 
mutual tariff reductions through negotiations with our trrading partners to reduce 
artificial international trade barriers. The legislation I am introducing should not 
be regarded as protectionist or a reversal of the industry's free trade position. 
Rather, this bill brings the U.S. tariff schedule into closer conformity with interna 
tional standards, restoring equal treatment of plywood products in the U.S. market 
for both foreign and domestic producers. For this reason, the legislation has the spe 
cific support and endorsement of the American Plywood Association, which repre 
sents both small and large U.S. plywood producers.

I am hopeful, Mr. Speaker, that the Committee on Ways and Means will promptly 
seek Executive comment on this proposal and include it in the group of miscellane 
ous tariff bills that it recommends favorably to the House for passage before the end 
of this Congress.



H.R. 5206
To authorize the imposition of additional duties on swine and pork products of 

Canadian origin -t order to offset competitive advantages resulting from any govern 
ment subsidy that may be provided to Canadian swine producers.

See also comments of the U.8. Council for an Open World Economy, Inc., at p. 342.

STATEMENT OF JOHN C. DATT, SECRETARY AND DIRECTOR, WASHINGTON OFFICE, THE 
AMERICAN FARM BUREAU FEDERATION

This is in response to Chairman Gibbons' request for written testimony on certain 
tariff and trade bills. Farm Bureau appreciates the Chairman's invitation and below 
are our comments on three of the bills that are of interest to our organization.

H.R. 5206, IMPOSITION OF ADDITIONAL DUTIES ON SWINE AND PORK OF CANADIAN ORIGIN

Congressmen Bedell and Harkin of Iowa have introduced H.R. 5206, a bill to au 
thorize the imposition of additional duties on swine and pork products of Canadian 
origin in order to offset subsidies that are allegedly provided to Canadian swine pro 
ducers.

Hogs and pork products flow both ways across the U.S./Canadian border. Howev 
er, in recent years, the balance of trade in pork and prok products has grown to be 
in favor of the Canadians.

Under the provicljns of H.R. 5206, the Secretary of Agriculture would be required 
to determine if Canadian hog producers benefit from subsidies or grants greater 
than the level of suca subsidies or grants provided to swine producers in the United 
States (grain subsidies, low cost FmHA loans, etc.).

If the finding is pfirmative, the amount of the excess benefit accruing to Canadi 
an producers or pn. ^3ors would be imposed and collected in the form of additional 
import duties by th. U.S. Customes Service on articles within each swine products 
category from Canaaa.

We are advised by the U.S Trade Representative's (USTR) office that the provi 
sions of H.R. 5206 are not consistent with the United States' obligations under the 
GATT. Both the United States and Canada are signatories of the GATT Subsidy 
Code. Under that Code, no signatory can raise duties on imports unless material 
injury to the involved industry (pork) has been determined under established proce 
dures.

USTR says that Canada would retaliate against U.S exports if the United States 
were to violate the injury test provided under the GATT Subsidy Code. The U.S. 
exports about $1.8 billion worth of farm products to Canada annually. The United 
States imports about $1.5 worth of Canadian agricultural products each year.

We understand-the Administration will oppose H.R. 5206 as inconsistent with 
U.S. obligations under the GATT.

Farm Bureau policy states:
"Farm Bureau will oppose protectionist legislation, such as domestic content legis 

lation, which if enacted by the U.S. Congress and signed by the President, would 
result in retaliation against U.S. farm exports or a request for 'compensation' under 
established trading rules."

Therefore, since this bill would result in retaliation against U.S. farm exports to 
Canada, Farm Bureau must also oppose H.R. 5206.

H.R. 5449, A BILL TO PROVIDE FAST-TRACK TREATMENT OF IMPORTED PERISHABLE
AGRICULTURAL PRODUCTS

Farm Bureau strongly supports this bill introduced by Congressman Barber Con- 
able on April 14,1984.

The producers of perishable agricultural commodities and products find that exist 
ing import relief laws cannot give them relief quickly enough to avoid considerable 
injury between the time a petition is submitted, a case is heard and a decision is
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rendered. The shorter the season, the more acute is this problem. Some perishable 
commodities come to market within a very short season. Therefore, producers of 
perishable commodities have seldom exercised their rights under existing import 
relief laws.

The first effort to address this problem legislatively was in the Caribbean Basin 
Economic Recovery Act, which was passed by the Congress to give relief within 21 
days under a fast-track provision. The Conable bill, H.R. 5449, is a modified form of 
the fast-track provision of the Caribbean Basin Economic Recovery Act.

Under this bill, parties alleging injury from imports of perishable products would 
file a petition with the International Trade Commission pursuant to Section 201 of 
the Trade Act of 1974. The petition could also be filed with the Secretary of Agricul 
ture with a request for emergency relief.

Relief could be obtained within 21 days if findings were positive and the President 
acted, as is the case under the Caribbean Basin law.

We believe that H.R. 5449 is consistent with the United States' obligations under 
the GATT and offers the best means of providing faster import relief to producers of 
short season, perishable farm commodities and products. Such products are defined 
as live plants, fresh or chilled vegetables, fresh mushrooms, fresh fruit, cut flowers 
and concentrated citrus fruit juice.

H.R. 5464, TO EXTEND DUTY-FREE TREATMENT- TO CERTAIN TRACTOR PARTS

Farmers are heavily dependent on tractor power to carry out their farming oper 
ations. Farm production inputs continue to increase in price for most items; this is 
especially true of automotive and tractor parts.

Since farmers must pay the asking price for production inputs, including spare 
parts, and have no control over the prices received for their commodities and prod 
ucts, they must be very cost conscious.

Therefore, Farm Bureau strongly supports H.R. 5454, which extends duty-free 
treatment to certain tractor parts.

We will appreciate consideration of our views on these tariff and trade bills.



H.R. 5228
To authorize the acceleration of staged rate reductions proclaimed to carry out 

trade agreements. \ 
See comments of the U.S. Council for an Open World Economy, Inc.* at p. 342.

STATEMENT OF CARL H. PRIESTLAND, CHIEF ECONOMIST, AMERICAN APPAREL 
MANUFACTURERS ASSOCIATION

SUMMARY
The American Apparel Manufacturers Association opposes the passage of H.R. 

5228 which would allow the President to accelerate the staged rate reductions in 
tariffs as set in the Trade Act of 1974. The apparel industry is currently highly im 
pacted by imports and the strong dollar continues to improve the competitive price 
position of imported apparel. Apparel imports increased 15 percent in 1983 and are 
increasing at 30 percent for the first quarter of 1984. Increased tariff reductions 
would only further compound the import problem faced by the U.S. apparel indus 
try.

STATEMENT

American Apparel Manufacturers Association opposes the passage of H.R. 5228 
which would allow the President to accelerate the staged rate reductions in tariffs 
provided in the Trade Act of 1974 and negotiated during the Tokyo Round.

In the case of apparel, the phase-in of tariff reductions was delayed two years 
since the industry was being disrupted by imports at that time. The then current 
Administration undertook to control apparel imports more stringently, but in spite 
of its efforts imports continued to expand at a rate far greater than the growth in 
domestic apparel consumption. As a result, the level of import penetration expanded 
and domestic apparel production and employment declined.

In just the past three years, 1981-1983, apparel imports increased about 25 per 
cent in both dollar terms and physical quantities. During this same three years the 
U.S. market for apparel did not increase and domestic production declined. Apparel 
employment fell approximately 10 percent during the 1981-82 recession and, al 
though the industry has improved somewhat in 1983, employment is still 50,000 
below the pre-recession level. The government has not been able to control the level 
of imports and our market is being disrupted by the current surge in imports. It is 
difficult to cope with the level of imports now. Accelerating the tariff cut will only 
increase the competitive position of imported garments.

The current^situation in the apparel industry also is being aggravated by the 
strong dollar which has made it possible to import more at the same cost, while 
weakening the U.S. export position. Today is not the time to add to the apparel in 
dustry's problems by increasing the competitiveness of imports through accelerating 
tariff reductions.

Finally, it should be noted that the Trade Act of 1979 requires a snap-back to pre- 
Tokyo Round tariffs if during the course of the phase-in tariff reductions on apparel 
and textiles the MFA or a suitable substitute is not in being. Once final rates are in 
place the snap-back is no longer applicable. Because this provision encourages the 
continuation of an international agreement covering trade in apparel and textiles, it 
is critical that the timing of the phased-in tariff reductions not be accelerated.

STATEMENT OF THE AMERICAN DEHYDRATED ONION & GARLIC ASSOCIATION (ADOGA)
SUMMARY

The American Dehydrated Onion & Garlic Association (ADOGA) comprised by the 
four leading dehydrators of domestically grown onions and garlic are opposed to HR 
5228 providing the President with authority to accelerate the staged tariff conces 
sions in trade agreements. ADOGA member firms recommend that the proposed leg-
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islation be dropped or that TSUS 140.60 dehydrated onions be excluded from the 
accelerated reductions for the following reasons:

Commodities with staged tariff reductions such as dehydrated onions are all "sen 
sitive" to foreign competition. HR 5228 will cause some needless injury to impacted 
domestic industries.

This is a serious "breach of promise" by the U.S. government, disrupting the 
staged tariff reductions painfully negotiated under the multilateral Tokyo Round 
and other bilateral trade agreements.

Under the Tokyo Round the staged reductions cover only eight years, beginning 
with January 1, 1980. According to OECD analysts the reductions, accelerated by 
one year, increase on the average from 4.5 percent to 7 percent. In the case of TSUS 
140.60 dehydrated onions the staged reductions would be accelerated from an 
annual 1.25 to 1.875 percentage points as the three remaining years are condensed 
into two'years. It just isn't worth the effort to change the rate of reduction in mid 
stream.

The effort of HR 5228 is mainly psychological. Its purpose is to stimulate world 
trade. Obviously with its expanding trade deficit, the United States doesn't require 
more stimulation of imports.

U.S. exports won't be stimulated since most other countries won't take similar 
action to open thir markets, faced with continued recession, high unemployment 
and requirements of IMF loans.

HR 5228 will accomplish nothing beneficial for the U.S. eocnomy.

STATEMENT

The American Dehydrated Onion and Garlic Association (A./XXJA) is comprised of 
the four leading dehydrators of onions and garlic in the United States. Member 
firms are appalled and dismayed at all of this tampering with the Tariff Schedules 
of the United States by the Administration and the Congress. ADOGA advises 
against the passage of H.R. 5228, which would have an immediate impact on the 
most important product of this agricultural industry, dehydrated onions, and, fol 
lowing harmonization with the Brussels Nomenclature, scheduled for 1985, on onion 
flour as well.

DESCRIPTION OP THE INDUSTRY

This is a relatively small specialized agricultural industry generally concentrated 
in California. ADOGA member firms operate six processing plants, all in rural com 
munities, five in California and one plant in nearby Nevada. Seed operations extend 
into the states of Oregon and Arizona. The majority of ADOGA's farmer-suppliers, 
from SO to 90 percent under contract, are in California. According to the U.S. De 
partment of Agriculture in recent years about 25,000 to 30,000 acres of onions for 
processing have been planted and harvested annually with an average farm value of 
$59 million.* Acreage for garlic averages about 15,000 with a farm value of close to 
$36 million in 1981, the last year the crop was surveyed. That year with a relatively 
short crop, farmers received an average price of $21.80 per 100 Ibs. of garlic sold, 
primarily to processors.

In 1983 ADOGA member firms reported an output of 146.9 million pounds of de 
hydrated onions and 44.7 million pounds of dehydrated garlic. The purchases of raw 
product accounted for approximately 80 percent of California's summer onion crop 
in 1983 and about 50 percent of the California garlic crop in 1981.

In 1983 ADOGA firms employed 3,500 workers in onion processing operations 
with a payroll of $42 million. Close to 1,000 employees were engaged in garlic proc 
essing. That payroll ran over $11.5 million. Hired farm hands for field work in this 
industry are unskilled, poorly educated, generally Hispanic workers, who know 
little else besides farm labor. Prevailing wage rates for hired farm workers in Cali 
fornia in the mid-July week in 1983 averaged $4.42 an hour; field work averaged 
$4.12 an hour. Comparable figures for the United States are $3.54 and $3.38 an 
hour, respectively, according to the U.S. Department of Agriculture.

Dehydrated onions and dehydrated garlic are primarily industrial products. About 
80 percent of the industry's dehydrated output is sold to industrial users: namely, 
food processors and the food service industry, where the products are used as sea 
sonings and food flavorings. About 20 percent of the output reaches the retail con 
sumer, usually packaged and distributed by spice manufacturers.
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While this is a relatively small agricultural industry, it has a significant impact 
upon the economies of the rural communities where the plants are the major em 
ployers and upon the fanner-suppliers located throught the State of California. 
Rising imports from low wage low cost countries can only have a devastating impact 
upon this industry, which finds itself unable to compete fairly with heavily subsi 
dized imports or with imports from nonmarket countries, which fix prices for politi 
cal purposes without regard to costs. The U.S. tariffs have served to reduce the gap 
between U.S. price levels and such imports.

THE TOKYO ROUND

Under the Tokyo Round some 98 countries agreed to reduce or eliminate trade 
barriers. Concessions on most commodity tariffs had been negotiated during previ- 

. ous GATT agreements. During the Tokyo Round the tariff concessions, if any, were 
negotiated among the "sensitive" commodities by staging the tariff reductions 
gradually over 8 years. The purpose of the staged reductions was to allow the affect 
ed industries some time to adjust to the increasing competition from foreign goods. 
To judge from the expanding U.S. trade deficit, foreign goods have been flooding 
this country in recent years. Accelerating the tariff concessions on "sensitive" com 
modities, the aim of H.R. 5228, will add to this influx of imports. It is advertising to 
the world that the United States is seeking more foreign goods.

The Tokyo Round multilateral trade agreements were signed but five years ago 
with the staged reductions in tariffs beginning January 1, 1980. ADOGA members 
are more dismayed over the broken promise, the midstream change of laws, than 
they are worried about the speeding up of the tariff reduction for their pmJvirts al 
though this could have a serious impact.

THE TARIFF ACCELERATION

The present tariff on dehydrated onions, ADOGA's principal product, is 28.8 per 
cent, ad valorem, a staged reduction from 35 to 25 percent ad valorem agreed to 
during the Tokyo Round. Accelerating this 1.25 percentage points reduction by one 
year increases the percentage points to 1.875, reaching the tariff level of 25 percent 
by January 1, 1986 instead of 1987.

PROPOSAL HAS UTTLE EFFECT ACCORDING TO OECD

There have been various news accounts of the recent annual two-day meetings in 
Paris of the 24 industrialized nations, members of the Organization for Economic 
Cooperation and Development (OECD). The foreign and finance ministers in attend 
ance, agreed to several actions to improve world-wide wide trade, one of which was 
to accelerate the staged tariff concessions of the Tokyo Round. The OECD's Secre 
tary General Emile van Lennep admitted that the new measures agreed upon were 
largely symbolic at this stage. But they marked the group's determination to disas 
semble trade barriers. Of the tariff acceleration it was noted as being psychological 
and having little actual effect on world trade.

It is really necessary for the United States to engage in psychological actions as in 
H.R. 5228 in order to attract more imports to this desirable market? It would be far 
more beneficial to world trade to stabilize floating currency exchange rates.

INDUSTRY'S FUTURE is BLEAK
ADOGA firms foresee a gloomy future for their small, highly specialized agricul 

tural industry: A relatively stable domestic market with be eroded by an influx of 
subsidized low-cost imports, encouraged by policies of the U.S. government; lagging 
foreign sales inhibited by the strong dollar and growing foreign competition among 
other factors.

RECOMMENDATIONS

ADOGA member firms recommend, therefore, that this proposed legislation H.R. 
5228 be withdrawn from consideration or that TSUS 140.60 dehydrated onions be 
spared the acceleration of its staged reductions by excluding it from the bill.
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The statement is presented on behalf of the 21 members of the American Fiber/ 
Textile/Apparel Coalition (AFTAC), a group of trade associations and labor unions 
which make up the domestic fiber, textile and apparel industries. The members in 
clude:

Amalgamated Clothing & Textile Workers Union; American Apparel Manufactur 
ers Association; American Textile Manufacturers Institute; American Yarn Spin 
ners Association; Carpet and Rug Institute; Clothing Manufacturers Association of 
America; Industrial Fabrics Association; International Ladies Garment Workers 
Union; Knitted Textile Association; Luggage and Leather Goods Manufacturers of 
America; Man-Made Fiber Producers Association; National Association of Hosiery 
Manufacturers; National Association of Uniform Manufacturers; National Cotton 
Council of America; National Knitwear & Sportswear Association; National Knit 
wear Manufacturers Association; National Wool Growers Association; Neckwear As 
sociation of America; Northern Textile Association; Textile Distributors Association; 
and Work Glove Manufacturers Association.

The products manufactured by the coalition members include synthetic and natu 
ral fibers, yarns, fabrics, manufactured textile products, garments and other prod 
ucts whose chief characteristics are textiles. Most of these products will be negative 
ly impacted by H.R. 5228 which proposes to accelerate the tariff reductions negotiat 
ed during the Multilateral Trade Negotiations (MTN). Therefore, the member orga 
nizations of AFTAC oppose this legislation.

The American textile/apparel industry has long been recognized as one that is 
adversely impacted by imports. For that reason the U.S. government has participat 
ed in a number of international agreements providing for orderly trade in textiles 
and apparel. Also, the U.S International Trade Commission, prior to the tariff-cut 
ting concessions made during the Multilateral Trade Negotiations examined the 
probable economic effects of such tariff reductions on textile and apparel products. 
The result of the ITC investigation was to confirm that in many cases, tariff reduc 
tions utilizing the full authority provided in the Trade Act of 1974 would lead to 
adverse economic effects on the domestic textile and apparel industry and its work 
ers. Nonetheless, many tariff cuts on textiles and apparel were made during the 
MTN—although in many cases the cuts were less than that called for by the "tariff- 
cutting formula" used in the negotiations. Many people have argued that the tariff 
cuts finally agreed to on textiles and apparel were not extremely significant or im 
portant because they were not as great in many cases as were the cuts on other 
manufactured products. We believe that this argument is not correct and a fuller 
examination is undertaken below since it bears directly or. the issues raised by H.R. 
5228.

On a trade-weighted basis, the United States' average tariff on textiles and cloth 
ing before any MTN cuts was 23.5 percent. After all of the tariff concessions made 
by the U.S. on these products during the MTN are fully implemented the weighted 
tariff average will be 19 percent 1 which means that the United States cut its textile 
and apparel tariffs on average some 4.5 percentage points. This reduction was great 
er than reductions made by any of our major trading partners. Canada's average 
tradk-weighted reduction on textiles and clothing was 2.5 percentage points; Japan's 
was 2.5 percentage points and the European Communities average reduction was 3.5 
percentage points. Thus, the United States' concessions on textiles and apparel tar 
iffs exceeaed those of our trading major partners. Now H.R. 5228 seeks to accelerate 
those concessions and in return we are told that our major trading partners will 
probably accelerate their concessions as well. The U.S. textile/apparel industry was 
the loser in the MTN tariff-cutting exercise and we will be losers in any accelera 
tion of the tariff cuts, for a number of reasons beyond the apparent imbalance of 
textile apparel concessions that were agreed to during the MTN.

First of all, the domestic textile and apparel industry is in much worse shape 
today than it was in 1980 when the tariff concessions began to be implemented. In 
1980 the textile sector had a favorable balance of trade. Exports amounted to $3.6 
billion while imports were $2.7 billion. Today, the reverse is true. In 1983 the textile 
sector's trade deficit amount to -$1.1 billion with imports having grown some $784 
million to $3.5 billion from 1980. During this period imports of textiles increased 
77.2 percent from 2.0 billion square yard equivalents (sye) to 3.5 billion sye in 1983. 
Exports declined some 44.1 percent in quantity terms over this period. Domestic pro 
duction of textiles has grown only slightly during these four years and employment 
has declined from 848,000 workers to 744,000.

1 Based on data from the GATT Secretariat, Geneva, Switzerland.
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from -$«.6 billion to -$9.5/billion and employment has declined from 1,264,000 
workers to 1,169,000 workers. Now, with H.R. 5228, the industry is being asked to 
expose itself further to additional import penetration which can only lead to addi 
tional loss of jobs for American workers.

Another compelling reason to oppose this bill is because of its affect on the snap- 
back provision provided in Section 504 of the Trade Agreements Act of 1979. Enact 
ment of H.R. 5228 would lead to a significant loss of negotiating leverage for the 
United States during the renewal of the Multifiber Arrangement in 1986. The snap- 
back clause states:

"The headnotes to Schedule 3 are amended by adding at the end thereof the fol 
lowing new headnote:

"8. In the case of each item in this schedule and schedule 7 on which the United 
States has agreed to reduce the rate of duty, pursuant to a trade agreement entered 
into under section 101 of the Trade Act of 1974 before January 3, 1980, on any 
cotton, wool or manmade fiber textile product as defined in the Arrangement Re 
garding International Trade in Textiles, as extended on December 14, 1977 (the Ar 
rangement), if the Arrangement, or a substitute arrangement, including unilateral 
import restrictions or bilateral agreements, determined by the President to be suita 
ble, ceases to be in effect with respect to the United States before the total reduc 
tion in the rate of duty for such item under sections 101 and 109 of the Trade Act of 
1974 has become effective, then the President shall proclaim the rate of duty in rate 
column numbered 1 for such item existing on January 1,1975, to be the rate of duty 
effective, with respect to articles entered, or withdrawn from warehouse, for con 
sumption, within 30 days after such cessation and until the President proclaims the 
continuation of such reduction under the next sentence. If subsequently the Ar 
rangement, or a substitute arrangement, including unilateral import restrictions or 
bilateral agreements, determined by the President to be suitable, is in effect with 
respect to the United States, then the President shall proclaim the continuation of 
the reduction of such rate of duty pursuant to such trade agreement. For purposes 
of section 109(cX2) of the Trade Act of 1974, any time when a rate of duty existing 
on January 1,1975, is in effect under this headnote shall be time when part of such 
reduction is not in effect by reason of legislation of the United States or action 
thereunder."

This means that any tariff cut negotiated in the MTN which has not yet been 
fully implemented will snap back to its rate on January 1,1975 if there is no Multi- 
fiber Arrangement or other substitute agreement governing trade in textiles and ap- 
fare\ .m,.effect- ™h8n the present Multifiber Arrangement expires in July 1986 
nearly all of the tariff rate reductions on textiles and apparel will have been com 
pleted if the tariff cuts are accelerated as proposed in H. R. 5228. This means that 
the U.S. will have forfeited a huge amount of negotiating leverage in renegotiating 
the Multifiber Arrangement if the provisions of H. R. 5228 are adopted.

Based on the import statistics of the past four years which we have provided 
above, it is obvious that a new international arrangement is needed which will con 
siderably strengthen the existing arrangement. However, if H. R. 5228 is adopted 
the U.S. will have given up a tremendous weapon in its arsenal, namely the snap- 
back clause, in obtaining the needed changes in the Multifiber Arrangement.

Another reason that these tariff cuts should not be accelerated is that exchange 
rate changes which have taken place during the four years since the tariff cuts have 
begun have eroded much of the protection afforded by tariffs. Because of the 
strengthening of the dollar during this period, we estimate that on a trade-weighted 
basis, the exchange rate impact has been essentially to double the price of our ex 
ports and to diminish the import prices of textile and apparel by some 40 percent. 2 
This Administration has pursued fiscal and monetary policies aimed at purposely 
producing an over-valued dollar in order to increase imports from the developing 
countries with large foreign debt. Now with H. R. 5228, the Administration is seek 
ing to further reduce the level of protection which this industry was provided bv 
accelerating the MTN tariff reductions.

Finally, we believe that H.R. 5228 violates commitments made by the Administra 
tion which concluded the MTN tariff reductions, commitments which that Adminis 
tration made to the Congress and to the domestic textile and apparel industry. We

f 'J1? TioS?! 1^ ""P8** °.n imports is estimated by weighting the exchange rate changes 
from June 1980 by the quantities of imports from the major suppliers to the U.S. The export 
impact is obtained the same way using as weights US. exports to our major markets and their 
exchange rate changes.
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would like to include in our statement an exchange which took place while the 
"uurliT JfuiS were"being"explained during tiie debate On the ptuttttige bt the Trade 
Agreements Act of 1979. The Executive Branch through Ambassador Robert 
Strauss, then the Special Representative for Trade Negotiations, made its commit 
ment unequivocably clear with respect to staging of tariff cuts. In an exchange with 
Senator Ribicoff on July 10,1979, Ambassador Strauss stated that the tariff cuts are 
to be phased in beginning in two years over an eight-year period. Senator Ribicoff 
asked, and we quote, "Can the garment industry depend on your statement just 
given that that is the rate of cut that will be involved and put into place?" Ambas 
sador Strauss replied, and again we quote, "Senator, yes. Let me tell you this. 
Damned near anybody can depend on a statement I make in a record like this 
before the Senate." This was taken from hearings before the Subcommittee on 
International Trade, Senate Committee on Finance, July 10th and llth, 1979. Part I 
of II parts, page 400.

Another adverse impact which an acceleration of tariff cuts will have on the gov 
ernment and on the economy will be the reduction in tariff revenue which this ac 
celeration will produce. When all reductions are made, as stated earlier, the average 
tariff on textiles and apparel on a trade-weighted basis will amount to 19 percent. 
While it is very difficult to calculate exactly what the tariff revenue loss would be 
one can estimate its magnitude with, we believe, some reliability. If one assumes 
that the tariff cuts were made in equal increments over an eight-year period and 
that the total average trade-weighted tariff cut was 4.5 percent then the average 
trade-weighted tariff cut each year is 0.64 percent. If one also assumes that textile 
and apparel imports in 1986 will be $11.6 billion (the value of these imports over the 
12 months ending March 1984) then the loss in tariff revenue will amount to about 
$74 million. This almost certainly underestimates the revenue less since imports 
thus far in 1984 are some 49 percent above imports for the same period last year 
and continued import growth is almost certain given current U.S. trade policies. 
Nonetheless, let us restate our estimate. We believe that the one-year acceleration 
in tariff reductions will cost the U.S. Treasury at least $74 million in revenue loss in 
1986.

It seems obvious that H.R. 5228 carries too high a price tag. The cost of H.R. 5228 
will be lost tariff revenue, lost jobs for U.S. workers, lost leverage in MFA renewal 
negotiations and the violation of a commitment made by the Executive Branch to 
the Congress. The benefits can be defined as nothing more than some symbolic ges 
ture against protectionism. This symbolic act carries with it some very real conse 
quences, all of them adverse for the domestic textile and apparel industry. We urge 
the Subcommittee not to report favorably on H.R. 5228.

STATEMENT OF THE AMERICAN IRON & STEEL INSTITUTE
The American Iron and Steel Institute (AISI) is pleased to present the following 

comments to the House Ways and Means Trade Subcommittee on H.R. 5228, the 
"Reciprocal Tariff Reduction Acceleration Act of 1984" (which would authorize an 
across-the-board acceleration of MTN staged duty reductions). The AISI is the prin 
cipal trade association of the U.S. steel industry. Its membership includes 57 domes 
tic steel companies accounting for about 86 percent of the raw steel produced in the 
United States.

In view of the unprecedented import sensitivity of the domestic steel industry at 
the present time and the fact that reciprocity in terms of steel tariff results was 
only partially achieved in the Tokyo Round, the AISI strongly urges that all steel 
products (AIS 1-59) be excluded from H.R. 5228's authority to accelerate MNT tariff 
reductions.

Steel imports are today at record levels (25.2 percent of the U.S. market in the 
first quarter of 1984), and it is very clear that import both of steel and of steel-inten 
sive products are already extremely competitive in the U.S. market. Conversely, 
U.S. exports of steel and steel-intensive products continue to face declining competi 
tive opportunities of markets abroad, due to the persistence of foreign nontariff bar 
riers to trade and to the continuing serious distortion in the exchange rate value of 
the dollar. Given these circumstances, domestic steel producers are concerned that 
they would be more likely harmed than helped by any reciprocal acceleration of 
MTN tariff cuts.

First, we "ecognize that the situation in steel trade today has reached crisis pro 
portions not because of tariff barriers in the U.S. or other major developed coun 
tries, but because of growing foreign government subsidization and protectionism by
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more indirect means. These problems will in no way be remedied by a reciprocal 
acceleration of MTN tariff reductions^

second, neither domestiQ^steel producers nor the ITC (to the best of our knowl 
edge) has undertaken a systematic analysis of the likely effects of such an accelera 
tion. At the present time, domestic steel producers continue in a survival mode in 
which every dollar counts. Under these conditions, even an acceleration of tariff re 
ductions having only marginal effects would not necessarily be "commercially insig 
nificant" for domestic steel producers.

Third, average U.S. tariffs on steel mill products in the final stage of MTN duty 
reductions, based on dutiable trade, will still be lower than those of the E.C. and 
Japan, and only about half as high as those of Canada (see attached table). Thus, it 
is difficult to see what benefits will accrue to domestic steel producers from acceler 
ating these tariff reductions on a reciprocal basis.

During the Tokyo Round, the U.S. reduced tariffs on steel mill products by an 
average of 27 percent (to an average rate of 4.4 percent ad valorem), compared to a 
16 percent reduction for Japan (to 5.3 percent); a 22 percent reduction for the E.C. 
(to 5.4 percent); and a 37 percent reduction for Canada (to 8.7 percent). While an 
acceleration of MTN tariff cuts on steel mill products will not materially affect the 
end results of the Tokyo Round tariff concessions, it does not appear to be in the 
best interest of domestic steel producers to accelerate these results.

In conclusion, since the United States now faces a merchandise trade deficit this 
year which could reach $120 billion, we think the U.S. government should be par 
ticularly careful at the present time not to do anything in the trade area which 
could make the deficit worse. While AISI recognizes that passage of H.R. 5228 is not 
likely to cause crisis problems in the steel trade area, we fear it could be harmful to 
domestic steel producers by making steel imports even cheaper at a time when im 
ports are already at record levels. We therefore strongly urge that H.R. 5228 ex 
clude all steel products from coverage under the bill.

TOKYO ROUND TARIFF REDUCTIONS ON STEEL MILL PRODUCTS

Average Depth of Resulting
applied cut' average
rate ' (percent) rate »

EEC.............................................................................
Japan..........................................................................
Canada .
United States ..............................................................

................................ ........ ...................... 6.9

................................................................. 6.3

................................................................. 13.7

................................................................. 6.1

22
16
37
27

54
S3
87
44

1 Based on 1976 dutiable trade, weighted by trade m steel ma products with the work).

COMPARATIVE TARIFF ANALYSIS FOR SELECTED STEEL MILL PRODUCTS

TCUf DESCRIPTION
hnpwii 1171 U.S. EEC MWIM* C>M«tefi ' 

H»l TMI> 1178 A.V.E. Tirtff OHor T«rHI OHw Tarttl OflM TirW Off*
6064*1 Ingolt.Stooini. MM. tic. Carbon. ov«r5c/fc.
60640} R*inforcino.a*i». Carbon. o«w5c/l>.
60644) Hoi Rol»d Bart, not CoaMd or Plaitd MB) Metal. o**r5c/fe.
6064*1 Cold Fritted Bart. Carbon
607.17} Wire Aoda. Carbon, nol Traai*d.oi«r4c/b.
607.65} pumend
607.671 Sheet*. Hoi Hoied. Carbon not PltHed
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STATEMENT OF THE LEATHER PRODUCTS COALITION '

Tnis statement is presented on benali ot the members of the Leather Products Co- 
alition, a group of trade associations and labor unions in leather-related industries.2 
The organizations include:

Amalgamated Clothing and Textile Workers Union, AFL-CIO; Footwear Indus 
tries of America, Inc.; International Leather Goods, Plastics and Novelty Workers' 
Union. AFL-CIO; Luggage and Leather Goods Manufacturers of America, Inc.; 
United i'ood and Commercial Workers International Union, AFL-CIO; and Work 
Glov>- Manufacturers Association.

The products manufactured by these organizations include nonrubber footwear, 
luggage, handbags, personal leather goods, work gloves and leather apparel. Many 
of these products, with the exception of nonrubber footwear and leather appare) 
whose duties were not cut in the MTN, will be negatively impacted by H.R. 5228, 
legislation which has been proposed by the Administration "to authorize the accel 
eration of staged rate reductions proclaimed tn carry out trade agreements." We, 
therefore, oppose H.R. 5228.

According to a February 24, 1984 letter from Ambassador Brock published in the 
May 17, 1984 Congressional Record, the mechanics of the legislation would work in 
the following manner:

"On the date of passage in 1984, the President would be able in proclaim the im 
mediate application of the rates scheduled to hs effective January 1,1985. On Janu 
ary 1,1985, the President would be empowered to proclaim the rates effective Janu 
ary 1, 1986, depending upon whether he determines that appropriate concessions 
nave been made. On January 1, 1986, the President would aeain be empowered to 
proclaim the rates scheduled to be effective on January 1, 1987." (Emphasis added.)

We oppose this legislation for several reasons.
First, we consider a reduction in the staging period for the MTN tariff cuts to be 

a breach of faith with U.S. industry and labor. Section 109 of the Trade Act of 1974 
established clearly the ground rules for the staging of tariffs cits. U.S. industry and 
labor gave their advice in connection with the MTN negotiations against this back 
ground. In the Trade Agreements Act of 1979, Congress modified the staging re 
quirements somewhat in Section 503. But the Executive Branch was clearly on 
record! that the norm was eight staged cuts with some exceptions specified in Sec 
tion 503. Indeed in the case of textile products, some of which are the products of 
members of the Leather Products Coalition, Ambassador Robert Strauss, then the 
Special Representative for Trade Negotiations, made the commitment crystal clear 
in this exchange with Senator Eibicoff on July 10,1979:

"Mr. STRAUSS. . . . They are to be phased in, beginning in 2 years over an 8-year 
period. *

"Senator RIBICOFF. Can the garment industry depend on your statement, jvat 
given, that that is the rate of cut that will be involved and put into place?

Mr. STRAUSS. Senator, yes. Let me tell you this. Damned near anybody can 
depend on a statement I make in a record like this before the Senate." (Emphasis 
added. Hearings before the Subcommittee on International Trade, Senate Commit 
tee on Finance, July 10 and 11,1979. Part 1 of 2 parts. Page 400.)

Second, it will have a harmful impact on several leather-related product catego 
ries for which duties will be reduced precipitiously and will cost $2.6 million in fore 
gone revenues to the U.S. Government (See Table 1). Let us cite some specific situa 
tions.

With respect to work gloves, several categories will be negatively affected by the 
bills passage, including some categories for which the acceleration will have a sig 
nificant impact. Two work glove categories, leather and leather/fabric combination 
work gloves (provided for in TSUSA items 705.3510 and 705.3550) are scheduled to 
have their tariffs cut in one stage effective January 1, 1987. The tariff cut should 
never have been made in the first place, since it was done without consulting the 
Industry Sector Advisory Committee on leather products, despite a prior under 
standing that these products would not be cut. Because the tariff cut was made 
without this prior consultation, the U.S. Government agreed through Steven Lande,

> Members of the coalition are Amalgamated Clothing and Textile Workers Union, AFL-CIO: 
Footwear Industries of America, Inc.; International Leather Goods, Plastics and Novelty Work 
ers Union, AFL-CIO; Luggage and Leather Goods Manufacturers of America, Inc.; United Food 
and Commercial Workers International Union, AFL-CIO; and Work Glove Manufacturers Asso 
ciation.

*The Footwear Division of the Rubber Manufacturers Association associates itself with the 
position taken in this statement.
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the STR offici.il who negotiated this cut, that the reduction would not be made 
before January 1. 1987. the final year of the 8+flgfd iy*t..
ministration s proposal in H.R. 5228 would, in effect, exacerbate the error already 
made with respect to these work gloves by hastening a duty reduction that never 
should have occurred in the first place. The impact of the acceleration of this tariff 
reduction would be $328,000 in foregone revenues (Customs duties), based on 1983 
import levels of $33 million, and assuming a mid-year 1984 enactment of this legis 
lation.

Gloves of rubber or plastic (TSUSA item 705.8600) present a major problem for 
the work glove industry. Trade in this category is not insignificant. The value of 
1983 imports was $5.3 million. This caregory received the full 60 percent cut during 
the MTN (Tokyo) round. In 1979, the ad valorem duty rate on gloves in this catego 
ry was 35 percent. Today it is 21.9 percent and it is scheduled to be phased down to 
14 percent effective January 1, 1987. The Administration's proposal would acceler 
ate this process, beginning this year if the legislation is passed, by 2.6-2.7 percent 
age points per year, over a three-year period; the cumulative impact will be 6.6 per 
centage points over this time period assuming mid-year 1984 enactment of H.R. 
5228, or $349,000 in foregone revenues based on 1983 import levels. This is not an 
insignificant amount in duties on this import-sensitive work glove category, particu 
larly in light of the fact that work gloves in this category were denied GSP eligibil 
ity in 1982 because of import sensitivity.

Certain luggage, flat goods, and handbag categories will also be impacted by an 
acceleration in the staged reduction. Some 20 TSUSA categories of luggage, flat 
goods and handbags will be affected. In the case of three TSUSA categories, luggage, 
flat goods and handbags of textile materials, wholly or in part braid (TSUS items 
706.32, 706.33, 706.34), the acceleration would reduce duties on imports by 1.5-1.6 
percentage points per year over the next three years. Again, assuming mid-year 
1984 enactment of H.R. 5228, the cumulative impact of the duty acceleration will be 
almost 4 percentage points. The value of imports in these three categories alone in 
1983 was $5.6 million.

While these three luggage, handbag and flat goods categories will be impacted 
substantially under H.R. 5228 (the combined effect being approximately $234,000 in 
foregone revenues based on 1983 trade), each of the 20 categories affected by the 
acceleration will have a substantial cumulative impact over the three years they are 
phased in. In light of current import penetration in these industries (handbags, 85 
percent; luggage, 50 percent; flat goods, 35 percent) an acceleration of the phased 
reductions is simply unacceptable at this time. Furthermore, to the extent imports 
will be priced lower because of the reduction in duties, domestically-produced goods 
competitive with imports will also have to be priced lower. Thus, one can conclude 
that the estimated loss in customs revenues of $2.6 million will be reflected in a 
comparable loss in revenues to domestic leather products producers.

Third, the leather-related products sector, and the nation as a whole, face a trade 
deficit of such mammoth proportions that we cannot imagine why the Administra 
tion would possibly want to stimulate additional imports at this time. An irony of 
H.R. 5228 is that it is in response partly to Japan that the Administration is re 
questing it— Japan, with which we have a $22 billion trade deficit and which main 
tains quotas on imports from the U.S. of leather products of our industries. Imports 
of all leather-related products are increasing as never before and currently have 
import penetration rates ranging from 35 to 85 percent of our market, even at 
present duty rates.

Last, but not least, with respect to the substantial number of products of our in 
dustries which are classified as textile products, (these leather-related industries 
produce articles of leather, textiles, and plastics), we have an additional and compel 
ling concern, and that is the effect of H.R. 5228 in relation to the provision in Sec 
tion 504 of the Trade Agreements Act of 1979, Snapback of Textile Tariff Reduc 
tions. The snapback, in effect, provides some insurance for the import sensitive 
fiber/ textile/apparel product sector if it should lose its protection under the Multi- 
fiber Arrangement, the international agreement on trade in textiles and apparel. 
Section 504 of the Trade Agreements Act of 1979 states:

"(I]f the Arrangement [Multifiber Arrangement] or a substitute arrangement, in 
cluding unilateral import restrictions or bilateral agreements, determined by the 
President to be suitable, ceases to be in effect with respect to the United States 
before the total reduction in the rate of duty for such [textile and apparel] item . . . 
has become effective, then the President shall proclaim the rate of duty in rate 
column numbered 1 for such item existing on January 1, 1975, to be the rate of duty 
effective . . ." (Emphasis added)
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The MFA will expire at the end of July 1986 unless renewed. As the current 
staged rate rcdu'tiar. sihviv.., cxlota, If tl.c MFA L»
apparel complex will at least be protected by this provision which snaps back to the 
January 1, 1975 rate, the rates of duties on textiles and apparel. In effect, if H.R. 
5228 is enacted the U.S. Government would be giving up considerable leverage to 
secure renewal of the Multifiber Arrangement (or a substitute arrangement) be 
cause the MFA is set to expire July 31, 1986, after the accelerated staged reduction 
(for most articles) called for in H.R. 5228 will be completed.

In conclusion, the MTN staged reductions were scheduled to be phased in over an 
8-year period for most articles. This schedule was carefully worked out with U.S. 
industries, with labor and with Congress. For many industries this has been a pain 
ful adjustment process. We see absolutely no reason why this process should be ac 
celerated. Indeed, it will prove harmful to several of our industries and many 
others. We urge the Subcommittee not to report H.R. 5228 favorably.

TABLE l.-TARIFF AND REVENUE IMPACT OF H.R. 5228 ON CERTAIN WORK GLOVES, LUGGAGE, 
HANDBAG AND PERSONAL LEATHER GOODS (FLAT GOODS) ITEMS

(Dollars in thousands]

Cumulative Foregone
ISUSitem 1983^ g^ J~L

(percent) 86

> Assuming mid-year 1984 enactment of H.R. 5228.
> Cents per pound, plus.
Sour* U.S. Department of Commerce IM 146 and Economic Consulting Services Inc.

\

Work Gloves: 
705.3510................ ........ .... ........... ... ...... ..........................
705.3550............... ...............................................................
705.8300................................................................................
705.8600................................................................................

Luggage, handbags and flat goods: 
706.04...................................................................................
706.06..................................................................................
706.09....................................................................................
706.13..................................................................................
706.16....................................................................................
706.19...... ........ ...................................................................
706.21...................................................................................
706.2930.............................................................................
706.2960..............................................................................
706.32.................................................................................
706.33...................................................................................
706.34................ ........ ... ........... ...... .................................
706.3640......... .................. . ....... ......................................
706.3650...............................................................................
706.3680........... ....... . ........ . ...............................................
706.4200................................................................................
706.4300...............................................................................
706.4400................................................................................
706.4500................................................................................
706.4700................................................................................

Total....... . . .............. . . ...... . ..

........................................ $32,800

........................................ 37,619
coqj

........................................ 1,695

........................................ 5,756

........................................ 46,426

........................................ 51.162

........................................ 1,513

........................................ 2.071

........................................ 6,338
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........................................ 26,099

........................................ 1,481
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H.R. 5283
To suspend until July 1, 1S87, the duty on lace-braiding machines and parts there- 

of.

STATEMENT OF NORTHERN TEXTILE ASSOCIATION, BOSTON, MA
The Northern Textile Association represents textile manufacturers located princi 

pally in the Northeast but also in various other parts of the country. The Elastic 
Fabric Manufacturers Council of the Association consists of the principal manufac 
turers of narrow elastic fabrics in the United States.

Members of the Elastic Fabric Manufacturers Council strongly support H.R 5283, 
a bill introduced by Representative Richard Schulze. This bill would temporarily 
suspend the existing Column I rate of duty on lace braiding machines and their 
parts.

The machines covered by this legislation are used in the production of decorative 
rigid and stretch lace, which has a wide variety of end uses in apparel and home 
furnishing products. This equipment, and all proprietary parts, are not available 
from domestic manufacturers and must be purchased from foreign manufacturers. 
Narrow fabric manufacturers therefore believe that there is no reason for the feder 
al government to impose a duty on these particular machines and their proprietary 
parts, currently assessed at 5.6% ad valorem.

As the economic recovery in the United States continues, narrow fabric manufac 
turers have begun the purchase of these machines from foreign sources. The compa 
nies regard these purchases as a vital part of their modernization programs and be 
lieve that this equipment will enable them to remain competition in both domestic 
and international (export) markets.

There are currently 4 plants throughout the country which produce decorative 
rigid and stretch lace. These facilities employ about 600 people with an estimated 
combined annual payroll over $8 million.

We estimate that approximately 700 lace braiding machines are currently in use. 
Approximately $160,000 of lace braiding machinery was imported in 1983 alone. 
When narrow fabric manufacturers purchase these new foreign built machines, 
which sell for approximately $16,000 per unit, they are penalized by the duty of 
about $896 per machine. The penalty, of course, must be reflected in the ultimate 
price of the produce in the marketplace. Conversely, if manufacturers do not pur 
chase the machinery, their products will not benefit from the manufacturing flexi 
bility offered by this new, high-technology equipment.

During the 1979 Multilateral Trade Negotiations, it was agreed that che U.S. duty 
on these machines would phase-down from 7% ad valorem in 1979 to 4,7% ad valo 
rem by 1987. This clearly provides little relief at this time when manufacturers' 
purchases of these machines are increasing and there is no domestic alternative 
source of purchase.

Enactment of H.R. 5283 will be beneficial to American manufacturers as well as 
consumers. Suspension of the existing duty on these machines and their proprietary 
parts until July 1, 1987 will encourage narrow fabric firms to continue to replace 
outdated equipment. Purchasing the new equipment without the penalty of a tariff 
will assure that decorative rigid and stretch lace products will be more competitive 
at home and abroad.

Purchases of foreign-made machinery and proprietary parts should also stimulate 
employment and exports. The U.S. narrow fabric industry had established an export 
market which will be stimulated when foreign exchange values are reduced. Decora 
tive rigid and stretch lace products are in great demand by designers and manufac 
turers and domestic producers must be prepared to meet this demand. For these 
reasons, we respectfully urge the Subcommittee to favorably recommend H.R. 5283 
to the Ways and Means Committee.

(405)
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H.K. 5284
To suspend until July 1, 1987. the duty on narrow fabric looms and parts thereof.

LEESONA CORP., 
Warwick, RI, May 17, 1984- 

Mr. JOHN J. SALMON, 
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth

House Office Building, Washington, DC.
DEAR MR. SALMON, This letter is to indicate the support of Leesona Corporation 

for H.R. 5284, a bill which suspends the duty on narrow fabric looms.
We request that our statement of support be included in the record of the Trade 

Subcommittee testimony on this legislation. 
Very truly yours,

Ross A. SLATER, 
President, Textile Machinery Division.

STATEMENT OF NORTHERN TEXTILE ASSOCIATION, BOSTON, MA
The Northern Textile Association represents textile manufacturers located princi 

pally in the Northeast but also in various other parts of the country. The Elastic 
Fabric Manufacturers Council of the Association consists of the principal manufac 
turers of narrow elastic fabrics in the United States.

Members of the Elastic Fabric Manufacturers Council strongly support H.R. 5284, 
a bill introduced by Representative Richard Schulze. This bill would temporarily 
suspend the existing Column I rate of duty on narrow fabric looms and their parts.

The machines covered by this legislation are used in the production of woven 
narrow fabrics which have a wide variety of end uses in apparel, medical, industrial 
and home furnishing products. This equipment, and all proprietary parts, are not 
available from domestic manufacturers and must be purchased from foreign manu 
facturers. Narrow fabric manufacturers therefore believe that there is no reason for 
the federal government to impose a duty on these particular machines and their 
proprietary parts, currently assessed at 5.6% ad valorem.

As the economic recovery in the United States continues, narrow fabric manufac 
turers have begun to purchase large numbers of these machines from foreign 
sources in Switzerland, England, West Germany and Japan. Many companies regard 
these purchases as a vital part of their modernization programs and believe that 
this equipment will enable them to remain competitive in both domestic and inter 
national (export) markets.

We estimate that there are currently about 175 throughout the country which 
produce narrow fabrics. These facilities employ about 22,600 people with an estimat 
ed combined annual payroll in excess of $300 million. Many of these firms manufac 
ture products for export as well as domestic consumption, although the current high 
value of the dollar has temporarily dampened the export market.

We estimate that about 4,000 narrow fabric looms are currently in use in the 
United States. Approximately 1,336 of these looms were imported for purchase 
during the two-year period of 1982-83 (Table attached). This represented a value of 
$11 million. When narrow fabric manufacturers purchase these new foreign built 
machines, which sell for an average price of $12,000., but can go as high as $30,000. 
per unit, they are penalized by the duty which can amount to as much as $1,680 per 
machine. The penalty, of course, must be reflected in the ultimate price of the prod 
uct in the marketplace. Conversely, if manufacturers do not purchase the machin 
ery, their products will not benefit from the manufacturing flexibility offered by 
this new, high-technology equipment.

During the 1979 Multilateral Trade Negotiations, it was agreed that the U.S. duty 
on these machines would phase-down from 7% ad valorem in 1979 to 4.7% ad valo 
rem by 1987. This clearly provides little relief at this time when manufacturers' 
purchases of these machines are increasing and there is no domestic alternative 
source of purchase.
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Enactment of H.R. 5284 will be beneficial to American manufacturers as well as 
consumers. Suspension of the existing duty on these machines ™d their proprietary 
parts until July 1, 1987 will encourage narrow fabric firms to continue to replace 
outdated equipment. Purchasing the new equipment without the penalty of a tariff 
will assure that woven narrow fabric products will be more competitive at home and 
abroad.

Purchases of foreign-made machinery and proprietary parts should also stimulate 
employment and exports. The U.S. narrow fabric industry had established an export 
market which will be stimulated when foreign exchange values are reduced. Narrow 
fabric products are in great demand by designers and manufacturers and domestic 
producers must be prepared to meet this demand. For these reasons, we respectfully 
urge the Subcommittee to favorably recommend H.R. 5284 to the Ways and Means 
Committee.

IMPORTS OF TSUSA ITEM 670.14»
(Mlat figure ate m thousands]

January-December

1982 1983

Number WUrs Number Defers

Norway. .. .......... ... .... . . ,
UK........... ..... . . ......... ..... ..
Netherlands... . ......... . . ..... .... . .
Belgium...... ......... ... ......
France............. .... ... . .... .... . . ... .... ........
West Germany ...... . . . ..... . .... . . ......
Switzerland........ ..... ........ .... ........ .
Italy........ ..... ......... .. ..... .... ....
Japan... ...... ... ...... . . ...... ..... .......

Total...... ..... .. .... . ..

67
........ . . ........ 57

. .... ..... 8
. ......... 15

78
..... . .... ..... ... 143

. ...... . . . ..... 130
. . ..... ... ... .... . . ... 398

.. ... . . ...... ...... 896

834
458
216
470

1.110
1.790
893

1.206

6.976

1
21
3

24
5

53
67
85
181

440

32
186
20
169
103

1.370
97S
m
502

3.900

1 POWW-*IVCT weaving nurtures of fabrics less than 12 metes wide



H.R. 5337
To amend the Tariff Schedules of the United States with respect to the tariff treat 

ment accorded to film, strips, and sheets of acrylic plastic materials.

STATEMENT OF JOHN J. STEVENS, JR., DIRECTOR, BUSINESS PLANNING AND 
DEVELOPMENT, CYRO INDUSTRIES

CYRO Industries is a major United States producer of acrylic sheet. CYRO has 
facilities that manufacture acrylic sheet and/or its direct raw materials at Fortier, 
La., Wallingford, Ct., and Sanford, Me. CYRO's acrylic sheet is sold in the United 
States under the trademarks ACRYLITE FF and ACRYLITE GP.

BACKGROUND

Acrylic sheet is produced in the United States by at least ten U.S. producers. In 
addition, it is imported from several foreign countries. Major countries of origin in 
clude Taiwan, Canada, West Germany, Japan, and Brazil.

Imports of acrylic sheet are currently classified under two separate provisions of 
the Tariff Schedules, 771.41 "flexible" acrylic sheet and 771.45 "other" acrylic sheet. 
The dictinction between the two classifications is based on whether the sheets are 
considered "flexible" within a dictionary definition of "flexible".

Since 1969, imports of acrylic sheet considered to be "flexible" have been assessed 
a lower duty than other types of acrylic sheet. The lower duty rate imports account 
for more than 75% of total imports of acrylic sheet. The "flexible" classification has 
caused a large percentage—we estimate more than 60%—of the 75% imported at 
the lower duty rate classification, to come into the U.S. duty free. That is because 
771.41 "flexible" is a basket classification and many other types of plastic sheet are 
included.

The acrylic sheet market is a small, highly competitive one with 1983 sales of U.S. 
producers totaling about $250 million dollars and about 220 million pounds. Imports, 
which have been growing very rapidly, totaled about 40 million pounds in 1983 or 
18% of U.S. manufacturers' production.

The competitive nature of the business demands that imported acrylic- sheet be 
correctly accounted for and no unintended duty-free status, under the law, be grant 
ed to imported acrylic sheet simply because of a basket type classification of some of 
the product grades.

No special or restrictive treatment is requested or required to maintain a viable 
U.S. acrylic sheet business. However, proper classification of acrylic sheet is critical. 
This is particularly important when considering the competitive need limit provided 
for under the General System of Preferences guidelines. If imports of "flexible" 
acrylic sheet had been classified as a separate item, then in several recent years, 
the amount of acrylic sheet imported from the country of Taiwan would have ex 
ceeded the competitive need limit as defined by the General System of Preferences, 
and this product would have lost its duty free status. As it is, most Taiwanese acryl 
ic sheet comes under the basket classification and enters into the U.S. duty free.

Imports of other types of acrylic sheet from Taiwan exceeded the competitive need 
limit under the GSP in 1979, 1981,1982 and 1983, and, as a result, no longer receive 
duty-free treatment.

CYRO POSITION
We believe that the term "flexible" for purposes of the classification of plastic 

film, stripe and sheets of acrylic under Tariff Schedules items 771.41 and 771.43 
needs to be better defined.

The American Society for Testing Materials (ASTM) has adopted certain defini 
tions relating to the plastics industry. The ASTM designation D883-83, "Standard 
Definitions of Terms Relating to Plastics" defines a plastic's degree of rigidity or 
flexibility in terms of the material's modulus of elasticity (See Exhibit A).

We believe that the ASTM test is the appropriate, and recognized method of de 
fining a plastic material's degree of flexibility. Plastics are defined as "rigid", "semi-
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rigid", or "non-rigid" by ASTM. "Flexible" plastics normally fall under the "non- 
rigid" classification. GYRO believes that this "non-rigid" designation is an appropri 
ate definition for "flexible" acrylic plastics within the Tariff Schedules.

As a further indication of the inappropriateness of the currently used definition of 
"flexible" acrylic sheet within the Tariff Schedules, ASTM D883-83 defines "rigid" 
plastics as those with a modulus of elasticity of greater than 100,000 pel CYRO's 
acrylic sheet has modulus values in the 400,000 psi to 480,000 psi range (See Exhib 
its B and C). This clearly is well within the "rigid" plastic definition set by ASTM, 
yet in thicknesses of up to 0.250 inch, acrylic sheet is considered "flexible" under 
current Tariff Schedule definitions.

RECOMMENDATION

CYRO Industries supports enactment of federal legislation that would define 
"flexible" acrylic plastic film, strips and sheets as "non-rigid" plastics within the 
scope of ASTM D883-83.

House Bill H.R. 5337 amends the Tariff Schedules appropriately and CYRO Indus 
tries supports its passage.

RESULT

Enactment of House Bill H.R. 5337 will essentially eliminate the dual classifica 
tion of acrylic sheet. All imported acrylic sheet will then be treated as one product 
class under the Tariff Schedules.
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EXHIBIT A

American Society for Testing and Mar.erials (ASTM) 
Definitions or the Rigidity of Plastic Materials

(tarnation: 0 883 - 83

Standard Definitions of Term* Relating to 
PLASTICS'

IW >Ua44i4 » mutt «*4tr tkt Ow4 4w|«*uo« D U): th« wwbtr i«u»»linil. foUowinj i*t -Ifiji '

at tf «|»nm «/ ox fiifummt tf Dtfntt mi fit Hunt * Hit DfDlntuif

LScopt
I.I This standard is a compilation of defi- 

aaoas of tfrhmol terms used ia the plastics 
adusuy. Terms that are generally understood
* adequately defined in other readily available 
mrces are not included. 
U When a term a cued in an ASTM doc- 

acnt for which Commit!** D-20 U rtsponsi-
* it is included only when judged, after re- 
ww, by Subcommittee D 20.92 to be a gener- 
ify usab.e term.

P Definitions that are identical to those 
fiblishcd by another standards body are tden- 
)6cd with the abbreviation of the name of the 
ajinuatiopi; Tor example. IUPAC is the Inter* 
uuooal Union of Pure and Applied Cbemu*
^T-

1.4 A definition U a single sentence with 
tdditiooai inlbrmation included in notes. It is 
imewed every 5 yean: the year of last review 
appended.

U For literature related to plastics termi- 
Hlogy, see the Reference section at the end of 
M standard.

rifM pUstk. n—for purposes of general classi 
fication, a plastic that has a modulus of 
elasticity either in flexure or in tension 
greater than 700 MPi (100 000 psi) at 23*C 
and 50% relative humidity when tested in 
accordance with ASTM Method D 747. Test 
for SiitTne*! of Plastics by Means of a Can 
tilever Beam.' ASTM Methods O 790. Test 
for Rexural Properties of Plastics and Elec 
trical Insulating Materials.' ASTM Method 
D 63J. Test for Tensile Properties of Plas 
tics.' or ASTM Methods DX81 Test for 
Tensile Properties of Thin Plastic Sheeting.4 
(1981)

plastic, «—for purposes of general 
classification, a plastic that has a modulus of 
elasticity either in flexure or in tension of 
between 70 and 700 MPa (10 000 and 
100 000 psi) at 23'C and SO % relative hu 
midity when tested in accordance with 
ASTM Method D747, Test for Stiffness ol 
Plastics by Means of a Cantilever Beam.' 
ASTM Method D790. Test for flwunl 
Properties of Plastics and Electrical Insulat 
ing Materials/ ASTM Method D 638. Tot 
for Tensile Properties of Plastics.4 or ASTM 
Methods 0 8gl Test for Tensile Properua 
of Thin Plasm Sheeting.4 (1983)

KMrigid plastic, n—for purposes of general 
classification, a plastic that h*s a modulus of 
elasticity either in flexure or in tension of not 
over 70 MPa (10 000 psi) at 23*C and 501 
relative humidity when tested in accordance 
with ASTM Method D 790. Test for Flexural 
Properties of Plastics.' ASTM Method 
0 747, Test for Stillness of Plastics by Means 
of a Cantilever Beam.' ASTM Method 
D 638, Test for Tensile Properties of Plas 
tics,4 or ASTM Methods D 882, Test for 
Tensile Properties of Thin PUstic Sheeting.' 
(1983)
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EXHIBIT B
(1 of 2 Pages)

BULLETIN AST 11C

Physical Properties of
Acurte w

Acrylic Sheet
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(2 of 2 P>|M)

•IfUUULH PHYSICAL PROPERTIES of ACRYUTE GP and MS-2 SHEET ©

PROPERTY
MECHANICAL
JUiMi Gn*r
Tawfe ftn*f* 

("-a**.) 
Elongation. Ruptura 
Modi** d Elaabctty

neural 8v**a* 
CrVjplura) 
Medukit of Elaaeoty

CYWd)
ModuKw of BMUdty

Underload 
2000 P81. 122'F.. 24 hr. 
4000 PSI. 122'F.. 24 hr.

••4 ———— »^ta«»a^B»A
MVr WW^M

•^^^^j ^^^^^«t

bedMHMNe4di
^^^'

NMUMlStoWUt*® 
Pnurnd Strsln)

ACRYUTE GP 
ACflYUTE MS-2

OPTICAL
B«Md on Clwr Mttwtel

IMracll«*M«i
U>*MW TnmaManc* 

A* CM 
PvtM 
Total 
Ha»

Ah«r 1000 hn. Acc*l*ral*d Waatfwrlng. 
Partial 
Total 
Hasa

Effact of Accalvratad Waattwring 
on Appaaranc*. 

Crulng 
Dtacolontlon 
Wan>ng

UwwtOMl TfWIMMMlOfl

•1330m*
DUalac!..* Fadar

A8TM Mattiod

07B24I
OOM7T

07»M(

OMMIT

0621-C4

D732-4«(I881)

D2S64«(lttl)
07aS« 
D2SU-87
D70244T

DS42-50(tge5)
D100M1

DI003-SI 
DI4M-M

OI4W-64

Caiy 
Modaltt
D637-50(t»6S)

UNITS

—

PSI
s
P6I

PSI 
PSI

PSI 
PSI

% 
%
PSI

ftlba./ln.ofnotch
—

$

—

% 
%
%

%

—

%
—

Anaiaga Vahw l*r (D
JSTTWclDMM

1.t»

10MO 
42 

40MOO

tuoo
•4TUt»

1MOO 
430.000

OJ3 
OJt

I4X»

0.4
MM

4*

approxj 
laMthant

t.40

91
n

laaathant

II 
92

taalhant

nona 
nor*
nona

0
»

NOTES:

© AD vtluaa akawn an for MT *
•DIM «*4uaa wlN dtanga «Mi (Met 

(D Diffaranoa ki langlh and w«*ti. aa

1 ahouW not ba ut«d for 
kknaaa of ACRYUTE 01 
maaa. 
maaaurad at room tampa

apaeHteatlon purpoaaa.
IT and lift t iha^ llnlaaa n nta rf ^^^^^^^

ratura. bafera and aftar haaNng ateva 300'F.
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Physical Properties of

Property^

Optical

Thermal

Electrical

Specific Gravity
Tensile Strength 

Elongation. Rupture 
Modulus of Elasticity,

Ftexural Strength 
-Modulus of Elasticity
Compmssive Strength (Vwld)
Impact Strength 

Izod Milled Notch
Rockwell Hardness
Bared Hardness
Refractive Index
Light Transmission. Total
Forming Temperature
Dt-'l ictic.i Temperature 

u.iderkad,264psi
Vicat Softening Point
Maximum Racomrrunded Continuous 
Service Temperature
Coefficient of Linear 
Thermal Expansion
Coefficient of 
Thermal Conductivity
FlammabiMy. Burning Rate 

(0.125' thickness)
Self Ignition Temperature
Specific Heat @77T.

Smoke Density Rating
Dielectric Strength 

Short Time (0.125-)
Dielectric Constant 

60 Hertz 
1000 Hertz 
1000000 Hertz

Dissipation Factor 
60 Hertz 
1000 Hertz 
1000000 Hertz

volume Resistivity
Surface Resistivity

^ateter aihaMttl^tfUt

24hrsT73T
Odor

ASTM

D792
0638

0790

0695

0256
0785
02583
0542
01003
—

0648
01525

_^

0696

Cenco-Fitch

0635
01929
—

02843

0149

0150

0150

0257
0257

0570
—

(OJStrThldtneMXO)
1.19
10.000 psi (69MPB) 

'400.000 psi (2800 M Pa)
17.000 psi (117MP8) 

480.000 psi (3300 M Pa)
17,000 psi (117MP8)

04ft. Ibs/in. of notch 
(21. 6 J/m of notch)
M-93
48
1.49
92%
Approx.300T.W(149^.)

195T. (91*C.)
230T.(11(rC.)

160V,^(7I*C.)
0.000040 in/m/T. 
(0 000064 in/in/*C.)
1.3 BTU/ hour sq.ft. *FJin. 
(ai9w/m.K)
l.0m/min. 
(25 mm/min.)
830T. (443^.)
a35BTU/lb. f. 
(1470J/Kgk)
5-10%

430 volts/mil (1 7 KV/mm)

3.6 . 
3.3 
2.8

006 
004 
002
^'•ohm-cm
10'»ohms

02
None

Taste — None

NOTES: (•) Type* vduM. tfiouk) not bt uMd tor ip*c*c«en purpotM. 
> MVMuM*Mn«**ra29(r*iicMM.Son*MbM

(c)Timp«rakj*v 
(d)K«i«cenmi

tnft«Mh»w*nws 
XM) «<« WrnxntuiM not «xc«M 160T
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STATEMENT OF E.I. DU PONT DE NEMOURS & Co.

E. I. du Pont de Nemours and Company (Du Pont), a Delaware corporation with 
offices located at 1007 Market Street, Wilmington, Delaware, 19898, is one of five 
major producers of acrylic sheet. Du Pont manufactures acrylic sheet in our plant 
outside Memphis, Tennessee, and markets the product in the U.S. under the trade 
mark "Lucite".

There are about twenty other U.S. producers with whom Du Pont competes. Our 
product is also in competition with acrylic sheet manufactured abroad and exported 
to the U.S. Exports of acrylic sheet enter this country from Mexico, the Philippines 
and about 10 other countries. Foremost among the exporting countries is Taiwan, 
accounting for nearly 90% of all imports over the past two years.

H.R. 5337, which, in amending the Tariff Act of 1930 by setting forth a definition 
of the term "flexible" for purposes of determining the tariff treatment of acrylic 
sheet entering this country, will remedy a serious inequity never intended by Con 
gress and one which must be resolved. This inequity—the duty free entry of most 
acrylic sheet into this country—continues to have a debilitating affect on the health 
of Du Font's acrylic sheet industry and our ability to compete effectively with the 
rising tide of imports from abroad, particularly Taiwan.

Imports of acrylic sheet are currently classified under two separate provisions of 
the tariff schedule, TSUS 771.41 and TSUS 771.45. Acrylic sheet from Taiwan enter 
ing under the former classification, a basket classification including acrylics and 
other plastics, is eligible for duty-free treatment under the Generalized System of 
Preference? (GSP). Acrylic sheet from Taiwan entering under the latter classifica 
tion is also eligible for duty-free treatment, but imports from Taiwan have exceeded 
the competitive need limits hence eliminating duty-free treatment. Not surprisingly, 
over the past two years more than 75% of the imports of acrylic sheet from Taiwan 
have entered under the basket category, thereby avoiding duty.

The courts and administrative agencies have defined "flexible" as "blendable", or, 
more precisely, whether the edges of a sample can be bent so they touch. We believe 
H.R. 5337 provides a more realistic definition of the term—based on modulus of 
elasticity—consistent with the common meaning of the term within the industry. 
The current test of bendability is simply too broad, has caused administrative diffi 
culty and confusion, and, most importantly, has permitted acrylic sheet from 
Taiwan, contrary to the intent of the framers of the Tariff Schedules, to enter this 
country duty free and compete unfairly with domestically-produced sheet. In this 
context, we note that if imports of "Flexible" acrylic sheet had been classified as a 
separate item instead of being grouped with other products in a basket classifica 
tion, or if imports of "flexible acrylic sheet and other acrylic sheet had been con 
solidated under one item limited to acrylic sheet, imports of "flexible" acrylic sheet 
from Taiwan would have exceeded the competitive limit under the GSP in several 
recent years and would have had duty-free treatment automatically withdrawn as a 
result of the annual review process of the Office of the U.S. Trade Representative. 
See Letter of H. A. Spilner to John J. Salmon (April 30,1984).

We urge support of H.R. 5337, the effect of which would be to cause all thick 
nesses of acrylic sheet currently being imported to be classified under one item, 
771.45. It is a result long overdue.

STATEMENT OF RICHARD L. GARTHWAITE, VICE PRESIDENT, MARKETING, POLYCAST
TECHNOLOGY CORP.

SUMMARY
Polycast Technology Corporation is a manufacturer whose primary product is 

acrylic sheet. It manufactures acrylic sheet in Stamford, Connecticut and Hacken- 
sack, New Jersey.

Polycast joins fully in the comments by Rohm and Haas Company, dated April 30, 
1984, regarding the need *br and the appropriateness of this bill. Therefore, Polycast 
confines its comments to those specific areas in which it has comments in addition 
to those expressed by Rohm and Haas.

The Problem—Misclassifieation
Imports of acrylic sheet are now classified under two separate provisions of the 

Tariff Schedules. The distinction between the two classifications is based on whether 
the sheets are considered "flexible" within a dictionary definition of "flexible".

Several problems have been created by this bifurcation:
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Since 1969, imports of acrylic sheet considered to be "flexible" have been assessed 

a lower duty than other acrylic sheet. The lower duty rate imports account for more 
than 75% of total imports of acrylic sheet.

The separation of acrylic film, strips and sheets into "flexible" and "nonflexible" 
is arbitrary, failing to reflect the actual properties of these acrylic materials or the 
competitive realities of the plastics industry.

Under the present classification system, imported acrylic materials which may ac 
tually have properties similar to domestic acrylic materials may be placed in differ 
ent classifications from the domestic acrylic. The imports can then be given tariff 
and competitive need limit treatment which does not reflect the realities of the plas 
tics industry. This is because the present "flexible" standard relies on a "bendabi- 
lity" test, of whether the material can be bent until its edges meet, without regard 
to the nature of the specimen tested or the conditions of the test. Under this stand 
ard, two different specimens of the same material can be tested with entirely differ 
ent results.

Recommendation
Polycast Technology Corporation requests that the Tariff Schedules be amended 

to provide for a definition of the term flexible" for purposes of the classification of 
plastic film, strips and sheets of acrylic under items 771.41 and 771.43.

The effect of this proposal will be to establish an easy to read, uniform and objec 
tive standard which reflects the realities of the plastics industry and restore to the 
Tariff Schedules the duty treatment the Congress intended to give to acrylic film, 
strips and sheets. This proposal would eliminate the arbitrariness of the present 
classification, exemplified by the classification of acrylic sheets of 0.250 inches or 
less in thickness as flexible and acrylic sheets over 0.250 inches thick as nonflexible, 
in complete disregard of the fact that certain sheets over 0.250 inches thick are ac 
tually less rigid than sheets under 0.250 inches thick under standards long estab 
lished in the plastics industry.

Comments of Polycast Technology Corporation on H.R. 5337

A BILL To Amend the Tariff Schedules of the United States with respect to the 
tariff treatment accorded to film, strips and sheets of acrylic plastic material.

PRELIMINARY STATEMENT

Polycast Technology Corporation is a manufacturing company whose primary 
product is acrylic sheet. Its products are manufactured in Stamford, Connecticut 
and Hackensack New Jersey. In 1983, it had sales of $35,400,000.

Polycast joins fully in the comments by Rohm and Haas Company dated April 30, 
1984, regarding the need for and the appropriateness of this bill. Therefore, Polycast 
discusses in this statement only those specific areas in which it has comments in 
addition to those expressed by Rohm and Haas.

Need To Amend Tariff Schedule of the United States
Acrylic film, strips and sheets are now subject to tariff classification under two 

separate provisions of sub-part B of Part 12 of Schedule 7 of the Tariff Schedules of 
the United States, based upon an arbitrary determination of whether such articles 
are defined to be "flexible or "nonflexible". Flexible materials are classified under 
Item 771.41, TSUS, and subject to a different tariff than nonflexible materials, 
which are classified under Item 771.45, TSUS. Flexibility is tested by "bendability", 
whether the edges of a sample can be bent so that they touch.

The arbitary nature of the current classification is evident in three ways: (1) its 
application to acrylic products such as sheets have resulted in calssifications which 
in fact do not reflect the "flexibility" of the material; (2) it cannot be applied in a 
uniform manner; and (3) it has no relationship to competitive realities in the plas 
tics industry.

The lack of any relationship between the classification and the actual properties 
of acrylic material is most striking in the case of acrylic sheet.

Sheet which is 0.250 inches or less in thickness is deemed by the United States 
Customs Service to be flexible and therefore under Item 771.41. Sheet which is over 
0.250 inches thick is deemed nonflexible and under Item 771.45. However, many 
properties of most plastics, including acrylic sheet, can be modified significantly by 
additives or alloying, Therefore, depending on the additive and/or method of manu 
facture, two acrylic sheets of identical thicknesses may have significantly different
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amounts of "flexibility" or "bendability." Indeeed, it is entirely possible that one 
sheet can be bent with little or no pressure until its edges touch whereas a second 
sheet, of equal thickness and size, cannot be bent to any extent at all.

The lack of any uniformity in the application of the present standard for classifi 
cation is again exemplified by acrylic sheets.

The "bendability" criterion leads to differing test results, depending on: (1) the 
dimensions of the samples; (2) the size, weight and strength of the individual per 
forming the test; and (3) the use of mechanical aids such as bending or strapping 
machines. If a large enough sheet is tested by sufficiently strong persons or equip 
ment, then it is possible that its edges can be bent until they meet. Indeed, almost 
any sheet material, which is sufficiently large and tested with enough force, can be 
bent until its edges touch. Therefore, it is entirely possible that a large sheet over 
0.250 inches thick can be bent until its edges meet whereas a small sheet of 0.250 
inches or less in thickness cannot be bent to meet this standard of "flexibility."

Finally, for the reasons outlined above, and for the reasons set forth in the com 
ments by Rohm and Haas Company, imports which may in fact be comparable to 
certain domestic products may not be classified as such and may therefore be sub 
ject to inappropriate tariff and competitive need limit treatment. This result defeats 
a major purpose of the Tariff Schedules, to protect domestic manufacturers from 
unfair competition by imports.

Therefore, in order to eliminate the inequitable results of the present classifica 
tion, Polycast supports the proposed amendment of the Headnotes to Subpart B, 
part 12, Schedule 7 of the Tariff Schedules of the United States. It will provide for 
the definition of the term "flexible" with respect to film, strips and sheets of acrylic 
based upon an established quantitative tests of modulus of elasticity, which has long 
been recognized in the plastics industry. This amendment would eliminate the 
present arbitrary "bendability" standard of flexibility.

Appropriateness of Proposed Definition of "Flexible"
Although a standard definition of the term "flexible" has not been adopted by the 

plastics industry, standard definitions of the terms "rigid plastic," "semi-rigid plas 
tic," and "nonrigid plastic" have been adopted by the industry and set forth in the 
"Standard Definitions of Terms Relating to Plastics" (American Society for Testing 
and Materials ("ASTM") Designation D-883-83, attached as Exhibit C to comments 
of Rohm and Haas Company.) In most instances, "nonrigid" is tynonymous in indus 
try use with "flexible."

Polycast proposes that "flexible" acrylic plastic film, strips and sheets be consid 
ered "nonrigid plastics" as defined in ASTM D-883-83. This amendment would 
eliminate the arbitrariness inherent in the "bendability" standard and replace it 
with an objective standard which accurately reflects the physical characteristics of 
the materials, can be uniformly applied and which is a realistic indicator of the 
competitive realities in the plastics industry. This is because the proposed definition 
of "flexible" is based upon accepted tests for the flexural modulus and tensile modu 
lus of materials. These tests are objective, uniform and readily reproducible means 
of measuring the ability of a material to withstand strain (weights or force) causing 
it to bend (flexural) and stretch (tensile). (See Exhibits A, B, C.)
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"A"

UGWNAIIONM) STANOMOBBP AN8I/A8TM D ttt - 77*

Standard Tot Method for
TENSILE PROPERTIES OF PLASTICS1

Tb» Standard if muted under the filed destination D 638; the number immediately following the desitnation mdKalei the tear of aitiMl adoption or, in the CMC of revision, (he year of latt rtviaioo. A number in parenthmetIndicalct the year of lad approval.

1. Scope
1.1 This method covers the determination 

of the tensile properties of plastics in 'he form 
of standard dumbbell-shaped test specimens 
when tested under defined conditions of pre- 
treatment, temperature, humidity, and testing 
machine speed.

1.2 This method can be used for testing 
materials of any thickness up to 14 mm (O.SS 
in.). However, for testing specimens in. (he 
form of. thin sheeting, including film less than 
1.0 mm (0.04 in. in thickness) ASTM Method 
D 882, Test for Tensile Properties of Thin 
Plastic Sheeting,1 is the preferred method. 
Materials with a thickness greater »han 14 mm 
(0.55 in.) must be reduced by machining.

Nora 1 -The values stated in SI units are re 
garded as the standard.

Non 2-This method is not intended to cover 
precise physical procedures. It is recognized that the 
conifani-rate-of-crosthead-moveraent type of test 
leaves much to be desired from a theoretical stand 
point, that wide differences may exist between rate 
of crosshead movement and rate of strain between 
face marks on the specimen, and that the testing 
speeds specified disguise important effects charac 
teristic of materials in the plastic state. Further, it is 
realized that variations in the thicknesses of test 
specimens, which are permitted by these proce 
dure*, produce variations in the surface-volume ra 
tios of such specimens, and that these variations 
may influence the test results. Hence, where di 
rectly comparable results are desired, all samples 
should be of equal thickness. Special additional 
tests should be used where more precise physical 
data are needed.

Non 3-This method may be used for testing 
phenolic molded resin or lamintttd materials. 
However, where these materials are used as electri 
cal insulation, such materials should be tested in 
accordance with ASTM Method D 229, Testing 
Rigid Sheet and Plate Material* Used for Electrical 
Insulation,* and ASTM Method D 651, Test fa; 
Tensile Strength of Molded Electrical Insulating 
Materials*

2. AppUeaMe DocMteita
2.1 ASTM Standards:
0618 Conditioning Plastics and Electri 

cal Insulating Materials for Testing*
D883 Definitions of Terms Relating to 

Plastics' • .
E 4 Verification of Testing Machines*
E83 Verification and Classification of 

Extensometers*
3. SipMscwce

3.1 This method is designed to produce 
tensile property data for the control and speci 
fication of plastic materials. These data are 
also useful for qualitative characterization and 
for research and development.

3.2 Tensile properties may vary with speci 
men preparation and with speed and environ 
ment of testing. Consequently, where precise 
comparative results are desired, these factors 
must be carefully controlled.

3.2.1 It is realized that a material cannot 
be tested without also testing the method of 
preparation of that material. Hence, when 
comparative tests of materials per se are de 
sired, the greatest care must be exercised to 
ensure that all samples are prepared in exactly 
the same way, unless the test is to include the

1 Thit method • under the jurttdiction of ASTM Com 
mittee D-20 on Flattie* and is the direct retpomibilily of 
Subcommittee O 20.10 on Mechanical Propenie*.

Current edition approved May 27 and June 24. 1977. 
PubtMMd AuftMC 1977. OrunMHv pubnshed M D 63K - 
41 T. Utf prevtow edition 6 631 - 76.

• Aiuuttl Book of ASTM SUMS**, Pan 35.
* Annul Book of ASTM SMmtsnb, Part 39.
« XWMM* Boot of ASTM 5ttn4nb. Part* 34, 35, and
MwMMf Book of ASTM &«4v4, Part* 10. 14. 32. 

35. and 41.
4 Annul Book of ASTM Sltnttrdi. Part* 10 and 41



419

effects «P sample preparation. Similarly, for 
referee pjurposes or comparisons within any 
given series of specimens, care must be taken 
to secure the maximum degree of uniformity 
in details of preparation, treatment, and han 
dling.

3.3 Tensile properties may provide useful 
data for plastics engineering design purposes. 
However, because of the high degree of sensi 
tivity exhibited by many plastics to rate of 
straining and environmental conditions, data 
obtained by this method cannot be considered 
valid for applications involving load-time 
scales or environments widely different from 
those of this method. In cases of such dissimi 
larity, no reliable estimation of the limit of 
usefulness can be made for most plastics. This 
sensitivity to rate of straining and environ 
ment necessitates testing over a broad load- 
time scale (including impact and creep) and 
range of environmental conditions if tensile 
properties are to suffice for engineering de 
sign purposes.

NOTE 4-Since the existence of a true elastic 
limit in plastic* (as in many other organic materials 
and in many metals) is debatable, the propriety of 
applying the term "elastic modulus" in its quoted 
generally accepted definition to describe the "stiff 
ness" or "rigidity" of a plastic has been seriously 
questioned. The exact stress-strain characteristics of 
plastic materials are highly dependent on such fac 
tors as rate of application of stress, temperature, 
previous history of specimen, etc. However, stress- 
strain curves for plastics, determined as described in 
this method, almost always show a linear region at 
low stresses, and a straight line drawn tangent to 
this portion of the curve permits calculation of an 
elastic modulus of the usually defined type. Such a 
constant is useful if its arbitrary nature and depend 
ence on time, temperature, and similar factors are 
realized.

4. Definitions
4.1 Definitions of terms applying to this 

method appear in Definitions D 883 md An 
nex Al.
5. Apparatus

5.1 Testing Machine - A testing machine of 
the constant-rate-of-crosshead-movement 
lype and comprising essentially the following:

5.1.1 Fixed Member -A fixed or essen 
tially stationary member carrying one grip.

5.1.2 Movable Member—A movable 
member carrying a second grip.

5.1.3 Grips-Grips for holding the test 
specimen between the fixed member and the

movable member. The grips shall be self- 
aligning, that is, they shall be attached to the 
fixed and movable member, respectively, in 
such a manner that they will move freely into 
alignment as soon as any load is applied, so 
that the long axis of the test specimen will 
coincide with the direction of the applied pull 
through the center line of the grip assembly. 
The specimens should be aligned as perfectly 
as possible with (he direction of pull so that no 
rotary motion that may induce slippage will 
occur in the grips; there is a limit to the 
amount of misalignment self-aligning grips 
will accommodate.

5.1.3.1 The test specimen shall be held in 
such a way that slippage relative to the trips is 
prevented insofar as possible. Grip surUces 
that are deeply scored or serrated with a pat 
tern simitar to those of a coarse single-cut file, 
serrations about 2.4 mm ( JA: in.) apart and 
about 1.6 mm (Vi6 in.) deep, have been found 
satisfactory for most thermoplastics. Finer 
serrations have been found to be more satis 
factory for harder plastics such as the thcrmo- 
setting materials. The serrations should be 
kept clean and sharp. Breaking in the grips 
may occur at times, even when deep serra 
tions or abraded specimen surfaces are used; 
other techniques must be used in these cases. 
Other techniques that have been found useful, 
particularly with smooth-faced grips, are 
abrading that portion of the surface of the 
specimen that will be in the grips, and inter 
posing thin pieces of abrasive cloth, abrasive 
paper, or plastic or rubber-coated fabric, 
commonly called hospital sheeting, between 
the specimen ana the grip surface. No. 80 
double-sided abrasive paper has been found 
effective in many cases. An open-mesh fabric, 
in which the threads are coated with abrasive, 
has also been effective. Reducing the cross- 
sectional area of the specimen may also be 
effective. The use of special types of grips is 
sometimes necessary to eliminate slippage and 
breakage in the grips.

5.1.4 Drive Mechanism-A drive mecha- 
niSm for imparting to the movable member a 
uniform, controlled velocity with respect to 
the stationary member, this velocity to be 
regulated as spcciflced in Section 9.

5.1.5 Load Indicator- A suitable load-in 
dicating mechanism capable of showing the 
total tensile load carried bv the test specimen
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when held by the grips. This mechanism shall 
be essentially free of inertia lag at the speci 
fied rale of testing and shall indicate the load 
with an accuracy of 21 % of (he indicated 
value, or better. The accuracy of the testing 
machine shall be verified in accordance with 
Method E 4.

NOTE 5-Experience has shown that many test 
ing machines now in use are incapable of maintain 
ing accuracy for as long as the periods between 
inspection recommended in Methods E 4. Hence, it 
i* recommended that each machine be studied indi 
vidually and verified as often as may be found 
necessary li frequently will be necessary to perform 
this function daily.

5.1.6 The fixed member, movable mem 
ber, drive mechanism, and grips shall be con 
structed of such materials and in such propor 
tions that the total elastic longitudinal strain 
of the system constituted by these parts does 
not exceed 1 % of the total longitudinal strain 
between the two gage marks on the test speci 
men at any time during the test and at any 
load up to the rated capacity of the machine.

5.2 Extension Indicator -A suitable instru-' 
ment for determining the distance between 
two designated points located within the gage 
length of the test specimen as the specimen is 
stretched It is desirable, but not essential, 
that this instrument automatically record this 
distance (or any change in it) as a function of 
the load on the test specimen or of the elapsed 
time from the start of the test, or both. If only 
the latter is obtained, load-time data must also 
be taken. This instrument shall be essentially 
free of inertia lag at the specified speed of 
testing and shall be accurate to ± 1 % of strain 
or better.

NOTE 6-Reference is made to Method E 83.
5.3 Micrometers- Suitable micrometers, 

reading to at least 0.025 ± 0.000 mm (0.001 
± 0.000 in.), for measuring the width and 
thickness of the test specimens. The thickness 
of nonrigid plastics should be measured with a 
dial micrometer that exerts a pressure of 25 ± 
kPa (3.6 ± 0.7 psi) on the specimen and 
measures the thickness to within 0.025 mm 
(0.001 in.). The anvil of the micrometer shall 
be at least 30 mm (1.4 in.) in diameter and 
parallel to the face of the contact foot.

6. Test Specimens
6.1 Sheet, Plate, and Molded Plastics:

6.1.1 Rigid and Semirigid P/«i7/ci-Thc 
lest specimen shall conform to the dimensions 
shown in Fig. 1. The Type ! specimen is the 
preferred specimen and shall be used where 
sufficient material having a thickness of 7 mm 
(0.28 in.) or less is available. The Type II 
specimen may be used when a material does 
not break in the narrow section with the pre 
ferred Type I specimen. The Type V specimen 
shall be used where only limited material hav 
ing a thickness of 7 mm (0.28 in.) or less is 
available for evaluation, or where a large 
number of specimens are to be exposed in a 
limited space (thermal and environmental sta 
bility tests, etc.). The Type IV specimen 
should be used when direct comparisons are 
required between materials in different rigid 
ity cases (that is, nonngid and semirigid). The 
Type III specimen musj be used for all materi 
als with a thickness of greater than 7 mm 
(0.28 in.) but not more than 14 mm (0.55 
in.).

6.1.2 Nonrigid Plastics -The test specimen 
shall conform to the dimensions shown in Fig. 
1. The Type IV specimen shall be used for 
testing nonrigid plusiics with a thickness of 7 
mm (0.28 in.) or less. The Type 111 specimen 
must be used for all materials with a thickness 
greater than 7 mm (0.28 in.) but not more 
than 14 mm (0.55 in.).

6.1.3 Preparation -Test specimens shall 
be prepared by machining operations, or die 
cutting, from materials in sheet, plate, slab, or 
similar form. Materials thicker than 14 mm 
(0.55 in.) must be machined to 14 mm (0.55 
in.) for use as Type I 1 ' specimens. Specimens 
can also be prepared by molding the material 
to be tested.

NOTE 7-Specimens prepared by injection mold 
ing may have different tensile properties than speci 
mens prepared by machining or die-cutting because 
of the orientation induced. This effect may be more 
pronounced in specimens with narrow sections.

6.2 The test specimen for rigid tubes shall 
be as shown in Fig. 2. The length, L, shall be 
as shown in (he table in Fig. 2. A groove shall 
be machined around the outside of the speci 
men at the center of its length so that the wall 
section after machining shall be 60 % of the 
original nominal wall thickness. This groove 
shall consist of a straight section 57.2 mm 
(2'/4 in.) in length with a radius of 76 mm (3 
in.) at each end joining it to the outside diam-



421

eter. Steel .pr hriiss plugs having diameters 
such thaftrrcy will tit snugly inside th*. tube 
and having'a length equal to the full jaw 
length plus 1:5 mm (1 in.) shall be placed in 
the ends of the specimens to prevent crushing. 
They can be located conveniently in the tube 
by separating and supporting them on a 
threaded metal rod. Details ol plugs and test 
assembly are si.own in Fig. 2.

6.3 The lest specimen fur rigid rods shall 
be as shown in Fig. 3. The length, L, shall be 
as shown in the table in Fig. 3. A groove shall 
be machined around the specimen at the cen 
ter of its length so that the diameter of the 
machined portion shall be 60 % of the origi 
nal nominal diameter. 1'his groove shall con 
sist of a straight section 57.2 mm (2'/< in.) in 
length with a radius of 76 mm (3 in.) at each 
end joining it to the outside diameter.

6.4 All surfaces of the specimen shall be 
free of visible flaws, scratches, or imperfec 
tions. Marks left by coarse machining opera- 
lions shall be carefully removed with a tine file 
or abrasive, and the filed surfaces shall then 
be smoothed with abrasive paper (No. 00 or 
tiner). The finishing sanding strokes shall be 
made in a direction parallel to the long axis of 
the test specimen. All (lash shall be removed 
from a molded specimen, taking great care 
not to disturb the molded surfaces. In machin 
ing a specimen, undercuts that would exceed 
the dimensional tolerances shown in Fig. 1 
shall be scrupulously avoided. Care shall also 
be taken to avoid other common machining 
errors.

6.5 If it is necessary to place gage marks on 
the specimen, this shall be done with a wax 
crayon or India ink that will not affect the 
material being tested. Gage marks shall no: be 
scratched, pu..ched, or impressed on the spec 
imen.

6.6 When testing materials that are sus 
pected of anisotropy, duplicate sets of test 
specimens shall be prepared, having their long 
axes respectively parallel with, and normal to, 
the suspected direction of anisottopy.

7. Conditioning
7 1 Conditioning — Condition the test spec 

imens at 23 ± 2°C (73.4 ± 3.6°F) and 50 ± 
5 % relative humidity for not less than 40 h 
prior to test in accordance with Procedure A

of Methods D 618 for those tests where con 
ditioning is required. In cases of disagree 
ment, the tolerances shall be ±1 QC (1.8°F) 
and ±2 % relative humidity.

7.2 Test Conditions - Conduct tests in (he 
Standard Laboratory Atmosphere of 23 ± 
2°C (73.4 ±.3.6°F) and 50 ± 5 % relative 
humidity, unless otherwise specified in the 
test methods. In cases of disagreements, the 
tolerances shall be ±1°C (1.8°F) and ±2 % 
relative humidity.

7.3 The tensile properties of some plastics 
change rapidly with small changes in tempera 
ture. Since heat may be generated as a result 
of straining the specimen at high rates, con 
duct tests without forced cooling to ensure 
uniformity of test conditions. Measure the 
temperature in the reduced section of the 
specimen and record it for materials where 
self-heating is suspected.
8. Number of Test Specimens
/X 8.1 Test at least five specimens for each 
sample in the case of isotropic materials.

8.2 Test ten specimens, five normal to, and 
five parallel with the principal axis of aniso 
tropy, for each sample in the case of aniso- 
tropic materials.

8.3 Discard specimens that break at some 
obvious fortuitous flaw, or that do not break 
between the predetermined.gage marks, and 
make retests, unless such flaws constitute a 
variable to be studied.

NOTE 8-Before testing, all transparent speci 
mens should be inspected in a polariscope. Those 
which show atypical or concentrated strain patterns 
should be rejected, unless the effects of these resid 
ual strains constitute a variable to be studied.

9. Speed of Testing
9.1 Speed of testing shall be the relative 

rale of motion of the grips or test fixtures 
during the test. Rate of motion of the driven 
grip or fixture when the testing machine is 
running idle may be used, if it can be shown 
that the resulting speed of testing is within the 
limits of variation allowed.

9.2 Choose the speed of testing from Table 
1. Determine this chosen speed of testing by 
the specification for the material being tested, 
or by agreement between those concerned. 
When the speed is not specified, use the low 
est speed shown in Table 1 for the specimen

3CX-600 ') 65 - 28
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geometry being used, which gives rupture 
within V.' to 5 min testing time.

9.3 Modulus determinations may be made 
at the speed selected for the other tensile 
properties when the recorder response and 
resolution ure adequate.

10. Procedure
10.1 Measure the width and thickness of 

rigid flat specimens (Fig. 1) with a suitable 
micrometer to the nearest 0.025 mm (f).UUl 
in.) at several points along their narrow sec- 
lions. Measure the thickness of nonrigid spec 
imens (produced by a Type IV die) in the 
same manner with the required dial microme 
ter. Take the width of ihis specimen as the 
distance between the cutting edges of the die 
in the narrow section. Measure the diameter 
of rod specimens, and the inside and outside 
diameters of tube specimens, to the nearest 
0.025 mm (0.001 in.) at a minimum of two 
points 90 deg apart; make these measure 
ments along the groove for specimens so con 
structed. Record the minimum values of 
cross-sectional area so determined. Use plugs 
in testing tube specimens, as shown in Fig. 2.

10.2 Place (he specimen in the grips of the 
testing machine, taking care to align the long 
axis of the specimen anJ the grips with an 
imaginary line joining the points of attach 
ment of the grips to the machine. The distance 
between the ends of the gripping surfaces, 
when using flat specimens, shall be as indi 
cated in Fig. 1. On tube and rod-specimens, 
(he location for the grips shall be as shown in 
Fig. 2 and 3. Tighten (he grips evenly and 
firmly to the degree necessar) :o prevent slip 
page of the specimen during the test, but not 
to the point where the specimen would be 
crushed.

10.3 Attach the extension indicator.
10.4 Set the speed of testing at the proper 

rate as required in Section 9, and start the 
machine.

10.5 Record .the load-extension curve of 
the specimen.

10.6 Record the load and extension at the 
yield point (if one exists) and the load and 
extension at the moment of rupture.

NOTE 9-If it is desired to measure both modu- 
jus and failure properties (yield or break, or both), 
it may be neceuarv «r> :v; c»ic of highly extensible 
materials to run ' -o ind- ptndent tests. The high

magnification extensometer normally used to deter 
mine properties up to 'h- yield point may not be 
suitable for tests involving tiigh extensibility. H al 
lowed to remain atuch"(J to the specimen, the ex- 
tensometer could be L -inanentty damaged. A 
broad r<mge incremental extensomeier or hand rule 
technique rnny be needed when such materials are 
taken to rupture.

11. Cslcubitons
11.1 Tensile Strength- Calculate the ten 

sile strength by dividing the maximum load in 
newtons (or pounds-force) by the original 
minimum cross-sectional area of the specimen 
in square metres (or square inches). Express 
the result in pascals (or pounds-force per 
square inch) and report it to three significant 
digures as "Tensile Strength at Yield" or 
"Tensile Strength at Break," whichever term 
is applicable. When a nominal yield or break 
load less than the maximum is present and 
applicable, it may be desirable also to calcu 
late, in a similar manner, the corresponding" 
Tensile Stress at Yield" or 'Tensile Stress at 
Break" and report it (o three significant fig 
ures (Annex Note Al.l).

11.2 Percent Elonguiion-\l the specimen 
gives a yield load that is larger than the load at 
break, calculate "Percent Elongation at 
Yield." Otherwise, calculate "Percent Elon 
gation at Break." Do this by reading the ex 
tension (change in gage length) at the moment 
the applicable toad is reached. Divide that 
extension by the original gage length and mul 
tiply by 100. Report "Percent Elongation * 
Yield" or "Percent Elongation at Break" tc 
two significant figures. When a yield or break 
ing load less than the maximum is present and 
of interest, it is desirable to calculate and 
report both "Percent Elongation at Yield" 
and "Percent Elongation at Break" (Annex 
Note A1.2).

11.3 Modulus of Elasticity — Calculate the 
modulus of elasticity by extending the initial 
linear portion of the load-extension curve and 
dividing the difference in stress corresponding 
to any segment of section on this straight line 
by the corresponding difference in strain. All 
elastic modulus values shall be computed us 
ing the average initial cross-sectional area ot 
the test specimens in the calculations. The 
result shall be expressed in pascals (or 
pounds-force per square inch) and reported to 
three significant figures.
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1 1 .4 For each series of tests, calculate the 
arithmetic mean of all values obtained and 
report it as' the f average value" for the partic 
ular property in question.

1 1 .5 Calculate ihe standard deviation (es 
timated) as follows and report it to two signifi 
cant figures: _________

S
where:

JT = estimated standard deviation, 
X = value of single observation, 
n = number of observations, and 
X = arithmetic mean of the set of observa 

tions.

12. Report
12.1 The report shall include the follow 

ing:
12.1.1 Complete identifications of the ma 

terial tested, including type, source, manufac 
turer's code numbers, form, principal dimen 

sions, previous history, etc.',
12.1.2 Method of preparing test speci 

mens,
12.1.3 Type of test specimen and dimen 

sions,
12.1.4 Conditioning procedure used,
12.1.5 Atmospheric conditions in test 

room,
12.1.6 Temperature rise in specimen,
12.1.7 Number of specimens tested,
12.1.8 Speed of testing,
12.1.9 Tensile strength at yield or break, 

average value and standard deviation,
12.1.10 Tensile stress at yield or break, if 

applicable, average value and standard devia 
tion,

12.1.11 Percentage elongation at yield or 
break (or both, as applicable), average value 
and standard deviation,

12.1.12 Modulus of elasticity, average 
value and standard deviation, and

12.1.13 Date of lest.
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TABLE 1 DtticMltouteSptHlrfTMltaf'

Classification*

Rigid and Semirigid

Nun rigid

Specimen Type

1. 11. Ill rods and
lubes

IV

V

III

IV

Speed ol Testing, mm/mm 
(m./min)

5 (0.2) ± 25 %
50 (2) t 1(1 %

500 (20) ± 10 %
5 (0 2) ± 25 %

50 (2) ± 10 %
500 (20) ± III %

1(0.05) ± 25 %
III (0.5) ± 25 %

10(1 (5) ± 25 %
50 (2) ± 10 %

SIHI (20) + 10 %
50 (2) ± 10 %

500 (20) ± 10 %

Nominal Strain'' Rale at 
Start of Test, mm/ 

mm-min

(I 1
1

10
0.15
1.5

15
0.1
1

10
1

10
1.5

15

' Select the lowest speed that produces rupture in Vj to 5 mm for (he specimen geometry being used (see 9.2).
• See Deliniliuns I) KK.1 lor definitions
' The milul rale ol straining cannot be calculate)' cxacll) lur dumbbell-shapei* specimens because ol enlension. both in 

the reduced section outside the gage length and in Ihc nllets 'I his initial strain rale can he measured from the initial slope 
ol Ihc tensile strain-vetsus-tinie diagram



425

II 
t

"••- »

" (.--...,. - -

• /I

rrpcs i.n.Ei

R" ~"*ciiL^ 
— L — i

• - - . .-..._

V

W )V0

"r

\ 
M>

r

TYPE a
Specimen Dimensions for Thickness, 7', mm"

Dimensions (see drawings)

W- Width of narrow section4- * 
L -Length of narrow section 
WO -Width over-all, min* 
LO- Length over-all, min' 
G -Cage length0 
C- Gage length0 
D- Distance between grips 
It -Radius of fillet 
RO- Outer radius (Type IV)

7 or under *•£,. 14 4 or under 
Tolerance!

Type 1 Type 11 Type III Type IV* Type V
13 6 
57 57 
19 19 

165 183 
50 50

US 135 
76 76

19 6 3.18 ±O.Su-i 
57 33 9.53 ±0.5' 
29 19 9.53 ±6 

246 115 63.5 no max 
SO ... 7.62 ±0.25' 

25 ... ±0.13 
115 64 25.4 ±5 

16 14 12.7 ±1' 
25 ... ±1

Specimen Dimensions for Thickness, T, in.'

Dimensions (see drawings)
0.28 or under °l '«°i^'° 0.16 or under 

.33 too. Tolerances

Type 1 Type 11 Type III Type
JH - Width of narrow sect iorr1- • 
L -Length of narrow section 
tCO-'Width'over-aii, min* 
LO- Length over-all, min' 
C- Gage length0 
G- Gage length0 
D — Distance between gnps 
«- Radius of fillet 
KC -Outer radius (Type IV)

0.50 0.25 
2.25 2:25 
0.75 0.75 
6.5 7.2 
2.00 2.00

4.5 5.3 
3.00 3.00

IV Type V
0.75 0.25 0.125 ±0.02«-' 
2.25 1.30 0.375 ±0.02' 
1.13 0.75 0.375 ±0.25 
9.7 4.5 2.5 no-man 
2.00 ... 0.300 ±0.010' 

1.00 . . ±0.005 
4.5 2.5 1.0 ±0.2 
3.00 0.56 0.5 ±0.04' 

1.00 . . . ±0.04

FIG. 1 T«M*MI T«si SftttmtM for Start, Pbtt, a*4 M«Ut4 Paiatfet.

-• The width at the center W, shall be plus 0.00 mm, minus 0.10 mm (+0.000 in., -0.004 in.) compared with width W at 
other parts of the reduced section. Any reduction in W at the center shall be gradual, equally on each side so that no abrupt 
changes in dimension result.

* For molded specimens, a draft of not over 0.13 mm (0.005 in.) may itc allowed for either Type I or II specimens 3.2 
mm (0.13 in.) in thickness, and this should be taken into account when calculating width of the specimen. Thus a typical 
section of a molded Type I specimen, having the masimum allowable draft, could be as follows:
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.. 12.83mmMax...
(0.50S") 

.13mm Max. 
(0.005")

(0.500") |
'' Test marks or initial exiensomcter span.
" Thickness, T. shall be 3.2 ± 0.4 mm (0.13 i 0.02 in.) for all types of molded specimens, and for other Types t and II 

specimen* where possible. If specimens are machined from sheets or plates, thickness, T, may be the thickness of the sheet 
or plate provided this does not exceed the range stated for the intended specimen type. For sheets of nominal thickness 
greater than 14 mm (0.55 in.) the specimens shall be machined to 14 x 0.4 mm (0.55 ± 0.02 in.) in thickness, for use with 
the Type III specimen. For sheets of nominal thickness between 14 and 51 "im (0.55 and 2 in.) approximately equal 
amounts shall be machined front rich surface. For thicker sheets both surfaces of the specimen shall be machined and the 
location of the specimen with reference to the original thickness of the sheet, shall br noted.' olerances on thickness less 
than 14 mm (0.55 in.) shall be those standard for the grade of material tested.

* Overall widths greater than the minimum indicated may be desirable for some materials in order to avoid breaking in 
the grips.

' Overall lengths greater than the minimum indicated may be desirable either to avoid breaking in the grips or to satisfy 
special test requirements.

<•' For the Type IV specimen, the internal width of the narrow section of the die+hall be 6.00 ± 0.05 mm (0.250 ± 0.002 
in.). The dimensions are essentially those of Die C in ASTM Method D 412, for Rubber Properties in Tension (Annual 
Book of ASTM touulurds. Parts 35 and 37).

* When self-lightening grips are used, for highly extensible polymers, the distance between grips will depend upon the 
types of grips used and may not be critical if maintained uniform once chosen

' The Type V specimen shall be machined or die cut to the dimensions shown, or molded in a mold whose cavity has 
these dimensions. The dimensions shall be:

W - 3.18 ± 0.03 mm (0.125 x O.V01 in.).
L - 9.53 ± 0.08 mm (0.375 ± 0.003 in.).
C > 7.62 ± 0.02 mm (0.300 ± 0.001 in.), and
X - 12.7 ± 0.08 mm (0.500 ± 0.003 in.).

The other tolerances are those in the table. Supporting data on the introduction of the L specimen as the Type V specimen 
may be obtained from ASTM Headquarters. 1916 Race St., Philadelphia. Pa. 19103, by requesting RR:D-20-1038.

FIG. 1-Contmutd.
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Mttol Pluji

Mochlnoto L 
fiOpirctnl of 

•-Original Nominal 
ThlckntM

DIMENSIONS OF TUBE SPECIMENS

Nominal Wall Thicknsu

mm(m.)
0.7»{'/u)
1.2(V,4)
1.6(Vit)
2.4('/J2)
3.2(V.)
4.8(Vi.)

•6.4C/4)
7.9(V,.)
9.5(Vi)

11. !('/..)
12.7('/i)

Length of Radial Sections, 
2RS.

mm(m.)
13.9(0.547)
17.0(0.670)
19.6(0.773)
24.0(0.946)
27.7(1.091)
33.9(1.333)
39.0(1.536)
43.5(1.714)
47.6(1.873)
51 3(2.019)
54.7(2.154)

Total Calculated Minimum 
Length of Specimen

mm(in.)
350(13.80)
354(13 92)
356(14.02)
361(14.20)
364(14.34)
370(14.58)
376(14.79)
380(14.96)
384(15.12)
388(15.27)
391(15.40)

Standard Ltngth, L,ot 
Specimen to be Used for 

89-mm (3Vi-in.) Jaws

mm(m.)
381(15)
381(15)
381(15)
381(15)
381(15)
381(15)
400(15.75)
400(15.75)
400(15.75)
400(15.75)
419(16.5)

• For other jaws greater than 89 mm (3'/i in ), the standard length shall be increased b> twice the length of the jaws 
minus 178 mm (7 in ). The standard length permits a slippage of approximately 6.4 to 12.7 mm ('A to '/i in.) in each jaw 
while maintaining maximum length of jaw grip.

FIG. 2 DhfTMi Stowtaf UrsiiM of T«k« !<•*• T«K SfcchMW hi TMtaf Machta*.
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The stress at the poini ol intersection r is the 
"offset yield strength " The specified value of the 
offset must be stated as a percentage ol the original 
gage length in conjunction with the strength value 
Example. 0 1 "i offset yield strength = . . MPa 
(r>si), or \-iM \trennth at 0 1 % offset . MPa 
(psi).

A 1.14 proportional /mm-the greatest stress 
which a material is capable ol sustaining without 
any deviation from proportionality of stress to strain 
(Hooke's law), It is expressed in force per unit area, 
usually megapascals (or pounds-force per square 
inch). ^

A 1.15 elastic limn -the greatest stress which a 
material is capable of sustaining without any perma 
nent strain remaining upon complete release of the 
stress It is expressed in force per unit area, usually 
megapascals (or pounds-force per square inch)

NOTE A 1.6-Measured values ol proportional 
limit and elastic limit vary greatly with the sensitiv 
ity and accuracy of the testing equipment, eccentric 
ity of loading, the scale to which the stress-strain 
diagram is plotted, and other factors. Conse 
quently, these values are usually replaced by yield 
strength.

A 1.16 modulus uf elasticity - the ratio of stress 
(nominal) to corresponding strain below the pro 
portional limit of a material tl is expressed in force 
per unit area, usually megapascals (or pounds-force 
per square inch) (Also known te elastic modulus or 
Young's modulus).

Nptt A 1.7 -The stress-strain relations of many 
plastics do not conform to Hooke's law throughout 
the elastic range but deviate therefrom even at 
stresses well below the elastic limit. For such mate 
rials the slope of ihf tangent to the stress-strain 
curve at a low stress is usually taken as the modulus 
of elasticity. Since the existence of a true propor 
tional limit in plastics is debatable, the propriety of 
applying the term "modulus of elasticity" to de 
scribe the stiffness or rigidity of a plastic has been 
seriously questioned. The exact stress-strain charac 
teristics of plastic materials are very dependent on 
such factors as rate of stressing, temperature, pre 
vious specimen history, etc. However, such a value 
is useful if its arbitrary nature and dependence on 
time, temperature, and other factors are realized.

Al. 17 secant modulus - the ratio of stress (nom 
inal) to corresponding strain at any specified point 
on the stress-strain curve It is expressed in force 
per unit area, usually megapascals (or pounds-force 
per square inch), and reported together with the 
specified stress or strain.

NOIE A 1.8-This measurement is usually em 
ployed in place of modulus of elasticity in the case 
of materials whose stress-strain diagram does not 
demonstrate proportionality of stress to strain.

A 1.18 percentage reduction of area (nominal)~ 
the difference between the original cross-sectional 
area measured at the point of rupture after breaking 
and after all retraction has ceased, expressed as a 
percentage of the original area.

A1.19 percentage reduction of urea (irue)-lhe 
difference between the original cross-sectional area 
of the test specimen and the minimum cross-sec 

tional area within the gage boundaries prevailing at 
the moment of rupture, expressed as a percentage 
of the original area.

A 1.211 rule of loading - the change in tensile 
load carried by the specimen per unit lime. It is 
expressed in force per unit time, usually newtons 
(or pounds-lorce) per minute. The initial rate of 
loading can be calculated from the initial slope of 
the load versus lime diagram.

A1 21 rate of stressing (nominal) - the change in 
tensile stress (nominal) per unit time. It is expressed 
in force per unit area per unit time, usually mega 
pascals (or pounds-force per square inch) per min 
ute The initial rate of stressing can be calculated 
from the initial slope of the tensile stress (nominal) 
versus time diagram.

Note Al 9-The initial rate of stressing as de 
termined in this manner has only limited physical 
significance It does, however, roughly describe the 
average rate at which the initial stress (nominal) 
carried by the test specimen is applied It is affected 
by the elasticity and flow characteristics of the ma 
terials being tested At the yield point, the rate ol 
stressing (true) mjiy continue to have a positive 
value if the cross-sectional urea is decreasing.

A 1.22 rait of siruinmg - the change in tensile 
strain per unit time It is expressed either as strain 
per unit time, usually metres per metre (or inches 
per inch) per minute, or percentage elongation per 
unit time, usually percentage elongation per min 
ute. The initial rate of straining can be calculated 
from the initial slope of the tensile strain versus time 
diagram.

NOIE Al.lO-The initial rate of straining is syn 
onymous with the rate of crosshead movement di 
vided by the initial distance between crossheads 
only in a machine with constant-rate-of-crosshead 
movement and when the specimen has a uniform 
original cross-section, does not "neck down," and 
does not slip in the jaws.

A 1.23 Symbols-The following symbols may be 
used for the above terms:
SYMBOL TERM

W Load
AW Increment of load 

L Distance between gage marks at any time 
£.,. Original distance between gage marks 
/., Distance between gage marks at moment

of rupture 
Al Increment of distance between gagu

marks = elongation
A Minimum cross-sectional area at any time 
A, Original cross-section area 

A/I Increment of cross-sectional area 
A, Cross-sectional area at point of rupture

measured after breaking specimen 
A T Cross-sectional area at point of rupture,

measured at the moment of rupture 
t Time

A/ Increment of time 
a Tensile stress 

A<r Increment of stress 
<TT True tensile stress 
a,, Tensile strength at break (nominal) 

<r,r Tensile strength at break (true) 
c Strain
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Ac Increment of strain
«„ Tola! strain, al break
<r True strain

%£/ Percentage elongation
Y.P. Yield poinf

E Modulus of elasticity
A 1.24 Relations between these various terms 

may be defined as follows:
a- WlAf

o>= W/A
<rv = W/A. (where W is breaking load)

crlr ' W/Ar (where W is breaking load)
f = AL/L.= (L - L.)IL.

In LIL,

%El - [(L - L.)IL,\ x 100 - < x 100 
Percentage reduction of area (nominal) 

- |M. - A. 
Percentage reduction of area (true)

x 100

x 100
Rate of loading - AW/A/ 
Rate of stressing (nominal) - AWA/ - (AW/X.)/Ar 
Rate cf straining - Ac/Ar * (AL/L.)Ar

For the case where the volume of the test speci 
men does not change during the test, the following 
three relations hold:

<rr - «r(l + «) - <rL/L, 
aur * arv(l + «v) » av LJL, 

A - AJ(1 + t)

1
.* —— 1

d
1

FIG. AU UMtntfo* of Trac StoJa E^Mtten.
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A • E • TENSILE STRENGTH AT BREAK 
ELONOATION AT BREAK

6 • TENSILE STRENOTH AT YIELD 
ELONOATION AT YIELD

C • TENSILE STRESS AT BREAK 
ELONOATION AT SREAK

0 • TENSILE STRESS AT YIELD 
ELONOATION AT YIELD

STRAIN 
FIG. A1.2 T*M* D*d|M<i*M.
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8«
w

OM-Specified 
Offset

Strain
HC. Al J OOMt YbM SUMfth.

TV American Society for Testing and Materials takes no position respecting the validity of any patent rights asserted 
in connection with any item mentioned in this standard. Users of this standard are expressly advised thai determination 
of the validity of any such patent rights, and the risk of Infringement of such rights, is entirely their own responsibility.

This standard is subject to revision at any time by the responsible technical committee and must be reviewed every five 
years and if not revised, either reapproved or withdrawn. Your comments are invited either for revision of this standard or 
for additional standards and should be addressed to ASTM Headquarters. Your comments will receive careful consideration 
at a meeting of the responsible technical committee, which you may attend. If you feel that your comments have not 
received a fair hearing you should make your views known to the ASTM Committee on Standards. 1916 Race St.. 
Philadelphia, Pa. 19103, which will schedule a further hearing regarding your comments. Failing satisfaction there, you 
may appeal to the ASTM Board of Directors.
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MoehlM to
60 par cant of
-Original

Nominal
Oiamalor

DIMENSIONS OF ROD SPECIMENS

Ncmmal Diameter

mm (in.)
3.2 ('/,)
4.7 (Vi»)
6.4 C/4)
9.5 ('/,)

12.7 ('/»)
15 9 (>/•)
19.0 C/4)
22.2 ('/•)
25.4 (1)
31.8 (l'/4)
38.1 (!'/>)
42.5 (l'/4)
50.8 (2)

Length of Radial Sections, 
2R.S.

mm (in.)
19.6 (0.773)
24.0 (0.946)
27.7(1091)
33.9(1.333)
39.0(1.536)
435(1.714)
47.6(1.873)
51 5 (2.019)
54.7 (2.154)
60.9 (2.398)
66 4 (2.615)
71.4(2.812)
76.0 (2.993)

Total Calculated Minimum 
Length of Specimen

mm (in.)
356 (14.02)
361 (14.20)
364 (14.34)
370 (14.58)
376 (14.79)
380 (14.%)
384(15.12)
388 (15.27)
391 (15.40)
398 (15.65)
403 (15.87)
408 (16.06)
412 (16.24)

Standard Length, L, of 
Specimen to be Used for 

89-mm (3'/i-in.) Jaws

mm (in.)
381 (15)
381 (15)
381 (15)
381 (15)
400(15.75)
400(15.75)
400 (15.75)
400 (15.75)
419 (16.5)
419(16.5)
419(16.5)
419(16.5)
432 (17)

• For other jaws greater than 89 mm (3'h in.), the standard kngth shall be increased by twice the length of the jaws 
mmu> 178 mm (7 in ) The standard knglh permits a slippage of approximately 6.4 to 12.7 mm ('/4 to >h in.) in each jaw 
while maintaining maximum knglh of jaw grip.

FIG. 3 Dhcnai SlMwtag t*c*lkM W R«4 Ttute* Tool Spceteci IB Tcattaf Mackta*.
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ANNEX

Al. DEFINITIONS OF TERMS AND SYMBOLS RELATING TO TENSION TESTINC OF
PLASTICS

At.) tensile slws (nominal) —the tensile load 
per unit area of minimum original cross-section, 
within the gage boundaries, carried by the test spec 
imen at any given moment. It is expressed in force 
per unit area, usually megapasculs (or pounds-force 
per square inch).

NorE Al.l-The expression of tensile proper 
ties in lerms of the minimum original cross-section 
js> almost universally used in practice. In the case of 
(naterials exhibiting high extensibility, or "nee*.- 
ing", or both, (Al.l I) nominal stress calculations 
may not be meaningful beyond the yield point 
(A1.10) due to the extensive reduction in cross- 
sectionaf area (hat ensues. Under some circum 
stances it may be desirabje to express the tensile 
properties per unit of minimum prevaling cross- 
section. These properties arc called "true tensile 
properties (that is, true tensile stress, etc.).

A 1.2 tensile strength (nominal)-the maximum 
tensile stress (nominal) sustained by the specimen 
during a tension test. When the maximum stress 
occurs at the yield point (A 1.10), it shall be desig 
nated Tensile Strength al Yield. When the maxi 
mum stress occur; al break, it shall be designated 
Tensile Strength at Break.

A 1.3 gage length—the original length of that 
portion of the specimen over which strain or change 
in length is determined.

A1.4 elongation-the increase in length pro 
duced in the gage length of the test specimen by a 
tensile load. It is expressed in units of length, usu 
ally millimetres (or inches). (Also known as exten 
sion .)

NorE 1.2-Elongation and strain values are 
valid only in cases were uniformity of specimen 
behavior within the gage length is present. In the 
case of materials exhibiting "necking phenomena," 
such values are only of qualitative utility after at 
tainment of "yield" point. This is due to inability to 
assure that necking will encompass the entire length 
between the gage marks prior to specimen failure.

Al .5 percentage elongation — the elongation of a 
test specimen expressed as a percentage of the gage 
length.

A1.6 percentage e'ongation at yield and break:
A 1.6.1 percentage elongation at yield —the per 

centage elongation at the moment the yield point 
(A 1.10) is attained in the test specimen.

Al .6.2 percentage elongation al break — the per 
centage elongation at the moment of rupture of the 
test specimen.

A 1.7 strain-the ratio of the elongation to the 
gage length of the lest specimen, that is, the change 
m length per unit of original length. It is expressed 
as a dimensionless ratio.

A1.8 true strain (see Fig. A1.1) is defined by the 
following equation for tT:

«r = f AL/L = In L/L.

where:
AL = the increment of elongation when the dis 

tance between the gage marks is L,
Lt = the'original distance between gage marks, 

and
L = (he djstance between gage marks at any time. 

A 1.9 tensile stress-strain curve-* diagram in
which values of tensile stress are plotted as ordi-
nates trains! corresponding values of (ensile strain

A 1.10 yield point-'the first point on the stress- 
strain curve at which an increase in strain occurs 
without an increase in stress (Fig. A1.2).

NOTE A 1.3-Only materials whose stress-strain 
curves exhibit a point of zero slope may be consid 
ered »J hiving » yield point.

NOTE A 1.4-Some materials exhibit a distinct 
"break" or discontinuity in the stress-strain curve in 
the elastic region. This break is not a yield point by 
definition However, this point may prove useful for 
material characterization in some cases.

A1.11 necking— the localized reduction in cross- 
section which may occur in a material under tensile 
Uress.

A1.12 yield strength - the stress at which a mate 
rial exhibits a specified limiting deviation from the 
proportionality of stress to strain. Unless otherwise 
specified, this stress will be the stress at the yield 
point and when expressed in relation to the Tensile 
Strength shall be designated either Tensile Strength 
at Yield or Tensile Stress at Yield as required under 
AI.2 (Fig. A1.2). (See offset yield strength.)

A1.13 offset yield strength-tht stress at which 
the strain exceeds by a specified amount (the offset) 
an extension of the initial proportional portion of 
the stress-strain curve. It is expressed in force per 
unit area, usually megapascals (or pounds-force per 
square inch).

NOTE Al .5 -This measurement is useful for ma 
terials whose stress-strain curve in the yield range is 
of gradual curvature. The offset yield strength can 
be derived from a stress-strain curve as follows (Fig. 
A 1.3):

On the strain axis lay off OM equal to the speci 
fied offset.

Draw OA tangent to the initial straight-line por 
tion of the stress-strait, curve.

Through M draw a line MN parallel to OA and 
locate the intersection of MN with the stress-strain 
curve.
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ANSI/ASTM D 790 - 71

Standard Test Methods for
FLEXURAL PROPERTIES OF PLASTICS AND
ELECTRICAL INSULATING MATERIALS1

This Standard is issued under Ihe fixed designation D 740. (he number immediately following the designation indicates the 
year of original adoption or, in Ihe iase »f revision. Ihe year of last revision A number in parentheses indicates Ihe year ol 
last reapproval.
/An niflhuil lia\ hffii u/i/ir»tri/ lur u\e Ai Ujifcm/fv «/ ihf Dtpuruueni nl Drli'iite In ripluie meihutl IOJI »l teileral 
/ci( Mflhml SiuiiiliirtHM ami I"'IHIIIIII in the l)ul> ln<ir\ ut .S'/in ;//'< ulium anJSiandaril\

1. Scope
I.I These method* cover the determination 

or llexural properties of plastics and electrical 
insulating n aterials in the form of rectangular 
bars molded directly or cut from sheets, 
plates, or molded shapes. These methods are 
generally applicable to rigid and semirigid 
materials. However, flexural strength cannot 
be determined for those materials that do not 
break or that do not fail in the outer fibers. 
Two methods of test are described as follows:

1.1.1 Method I A three-point loading sys 
tem utilizing center loading on a simply sup 
ported beam.

1.1.2 Method-I/ A four-point loading sys 
tem utilizing two load points equally spaced 
from their adjacent support points, with a dis 
tance between load points of one third of the 
support span.

1.2 Either method can be used with the two 
procedures which follow:

1.2.1 Procedure A, designed principally for 
materials that break at comparatively small 
deflections.

1.2.2 Procedure B, designed particularly 
for those materials that undergo large deflec 
tions during testing.

i.3 Comparative tests may be run accord 
ing to either method or procedure, provided 
that method or procedure is found satisfactory 
for the material being tested.

Noil I—The vulues slated in SI units jre to be 
regarded as the .standard.
2. Summary of Method*

2.1 A bar of rectangular cross section is 
tested in flexure as a beam as follows: 

2.1.1 Method I • The bar rests on two sup 

ports and is loaded by means of a loading nose 
midway between the supports (see Fig. I).

2.1.2 Method II The bar rests on two 
supports and is loaded at two points (by 
means of two loading noses), each an equal 
distance from the adjacent support point. 
The distance between the loading noses is 
one third of the support span (see Fig. 2).

2.2 The specimen is deflected until rupture 
occurs in the outer fibers or until the maxi 
mum fiber strain (see 10.9) of 5 percent is 
reached, whichever occurs first.

3. Significance
3.1 Flexural properties determined by 

Method I are especially useful for quality con 
trol and specification purposes.

3.2 Materials that do not fail at the point 
of maximum stress under Method I should be 
tested by Method II. Flexural properties de 
termined by Method II are also useful for 
quality control and specification purposes. 
The basic difference between the two methods 
is in the location of the maximum bending 
moment and maximum axial fiber stresses. 
The maximum axial fiber stresses occur on a 
line under the loading nose in Method I and 
over the area between the loading noses in 
Method II

3.3 Flexural properties may vary with spec 
imen depth, temperature, atmospheric condi 
tions, and the difference in rate of straining

'These methods are under the jurisdiction ol ASIM 
C iimimtte: D-20 on Plastics and arc the direct responsibilitx 
ol Subcommittee D-20. lUon Mechanical Properties

Current edition effective Get 29. 1971 Originally iv 
»ued!944 Replaces D 790 70
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specified in Procedures A and B (see also Note 
7).

4. Apparatus
..I Testing Machine A properly cali 

brated testing machine that can be operated 
at constant rates of crosshead motion over the 
range indicated, and in which the error in the 
load measuring system shall not exceed ±1 
percent or maximum load expected to be 
measured. It shall be equipped with a deflec 
tion-measuring device. The stiffness of the 
testing machine shall be such that the total 
elastic deformation of the system does not 
exceed I percent of the total deflection of the 
test specimen during test, or appropriate 
corrections shall be made. The load-indicating 
mechanism shall be essentially free from incr- 
tial lag at the crosshead rate used. The accu 
racy of the testing machine shall be verified in 
accordance with ASTM Methods H 4, Verifi 
cation of Testing Machines.'

4.2 Loading Noses and Supports The 
oaring nose or noses and supports shall have 
;y)'mdrical surfaces. In order to avoid exces 
sive indentation, or failure due to stress con 
centration directly under the loading nose or 
nosi.s, the radius of the nose or noses and sup 
ports, shall be at least 3.2 mm ('/» in.) for all 
specimens. For specimens 3.2 rnm ('/» in.) or 
greater in depth the radius of the supports 
may be u;> to 1.5 times the specimen depth. 
They shall ,Se this large if significant indenta 
tion or compressivc failure occurs. The arc of 
the loading nose in contact with the specimen 
shall h* sufficiently large to prevent contact of 
the specimen with the sides of the nose or 
noses (see Fig. 1 for Method I, Fig. 3 for 
Method II).

5. Test Specimens
5.1 The specimens may be cut from sheets, 

plates, or molded shapes, or may be molded to 
the desired finished dimensions.

NoTt 2 -Any necessary polishing of specimens 
shall be done only in the lengthwise direction of the 
specimen.

5.2 Sheet Materials (except laminated 
thermosetting materials and certain materials 
used for electrical insulation, including vul 
canized fiber and glass bonded mica):

5.2.1 Materials 1.6 mm C/ tt in.) or Greater 
in Thickness For flatwise tests the depth of

the specimen shall be the thickness of the 
material. For edgewise tests, the width of the 
specimen shall be the thickness of the sheet 
and the depth shall not exceed the width (see 
Notes 3 and 4). For all tests, the support span 
shall be 16 (tolerance +4 or -2) times the 
depth of the beam. Specimen width shall not 
exceed one-fourth of the support span for 
specimens greater than 3.2 mm (V. in.) in 
depth. Specimens 3.2 mm ('/« in.) or less in 
depth shall be 12.7 mm (V- in.) in width. The 
specimen shall be long enough to allow for 
overhanging on each end of at least 10 percent 
of the support span, but in no case less than 
6.4 mm (V, in.) on each end. Overhang shall 
be sufficient to prevent the specimen from 
slipping through the supports.

Non 3 Whenever possible, the original surface 
of the sheet jhall be unaltered. However, where 
testing machine limitations make it impossible to 
follow the above criterion on the unaltered sheet, 
one or botu surfaces- shall be machined to provide 
the desired dimensions, and the location of the spec 
imens with reference (o the total depih shall be 
noted. The value obtained on specimens with ma 
chined surfaces may differ from those obtained on 
specimens with original surfaces. Consequently, any 
specifications for flcxural properties on the thicker 
sheets must state whether the original surfaces ar 
to be retained or not. When only one surface was 
machined, it must be slated whether the muchmcd 
surface was on the tension or compression side of 
the beam.

Nor> 4 Kdgewi.se tests are not applicable for 
sheets that are so thin that specimens meeting these 
requirements cannot be cut. If specimen depth ex 
ceeds the width, buckling may occur.

5.2 - Materials Less than 1.6 mm ('/u in.) 
in Thickness- The specimen shall be 50.8 mm 
(2 in.) long by 12.7 mm C/t in.) wids, tested 
flatwise on a 25.4-mm (l-in.) support span.

Noi> 5 Use of the formulas for simple beams 
cited in these methods for calculating results pre 
sumes that beam width is small in comparison with 
the support span. Therefore, the formulas do not 
apply rigorously to these dimensions.

NpTfc 6— Where machine sensitivity is such mat 
specimens of these dimensions cannot be measured, 
wider specimens or shorter support spans, or both 
may be used, provided the support span-to-depth 
ratio is at least 14 to I. All dimensions must be 
stated in the report (see also Note 5).

5.3 Laminated Thermosetting Materials 
and Sheet and Plate Materials Used for Elec 
trical Insulation, Including Vjlranized Fiber 
and Glass-Bonded Mica Test specimens in 
accordance with Table I for Method I, and

* Annual Hook ul 4STM Standard*. ?*n .15
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Table 2 for Method II, as shown in the Ap 
pendix, which* constitutes a part of these 
methods of tcA. For paper-base and tabric- 
base grades over 2S.4 mm (I in.) in nominal 
thickness, the specimens shall be machined on 
both surfaces to a depth of 25.4 mm (1 in.). 
For glass-base and nylon-base grades, speci 
mens over 12.7 mm (V* in.) in nominal depth 
shall be machined on both surfaces to a depth 
of 12.7 mm (V2 in.). The support span-to- 
depth ratio shall be chosen such that failures 
occur in the outer fibers of the specimens, due 
only to the bending moment (Note 7). Three 
recommended support spatvto-uepth ratios 
are 16, 32 and 40 to I. When laminated mate 
rials exhibit low compressive strength perpen 
dicular to the laminations, they shall be 
loaded with a large radius loading nose (up to 
4 times the specimen depth for Method I and
I.5 times the specimen depth for Method II) 
to prevent premature damage to the outer fi 
bers.

5.4 Molding Materials (Thermoplastics 
and Thermosets)~~1\\<: recommended speci 
men for molding materials is 127 by 12.7 by 
6.4 mm (5 by V* by V 4 in.) tested flatwise on a 
support span, resulting in a support span-to- 
depth ratio of 16 (tolerance +4 or -2).

5.5 High-Strength Reinforced Composites, 
Including Highly Orthotropic Laminates- 
Specimens shall be tested in accordance with 
Table 1 for Method I, and Table 2 for Method
II, as shown in the Appendix, which consti 
tutes a part of these methods of test. The sup 
port span-to-depth ratio shall be chosen such 
(hat failures occur in the outer fibers of the 
specimens, due only to the bending moment 
(Note 7). Three recommended support span- 
to-depth ratios ar« 16, 32, and 40 to 1. When 
laminated matcr'a . exhibit low compressive 
strength perpendicular to the laminations, 
they shall be loaded with a large radius load 
ing nose (up to 4 times the specimen depth for 
Method I and 1.5 times the specimen depth 
for Method II) to prevent damage to the outer 
fibers.

Nott- 7 As ;•. general rule, support span-to- 
depth ratios of 16 arc satisfactory when the ratio of 
the tensile strength lo shear strength is less than 8 
to I, but the support span-io-deplh ratio must be 
increased for composite laminate* having relatively 
low shear strength in the plane of the laminate and 
relatively high tensile strength parallel to the sup 
port span.

6. Number of Test Specimens
6.1 At least five specimens shall be tested 

for each sample in the case of isotropic mate 
rials or molded specimens.

6.2 For each sample of anisotropic material 
in sheet form, at least five specimens shall be 
tested for each of the following conditions. 
Recommended conditions are flatwise and 
edgewise tests en specimens cut in lengthwise 
and crosswise directions of the sheet. For pur 
poses of this test, "lengthwise" shall designate 
the principal axis of anisotrooy and shall be 
interpreted to mean the direction of the sheet 
known to be stronger in fhxure. "Crosswise" 
shall be the sheet direction known to be the 
weaker in flexure, and shall be at 90 deg to 
the lengthwise direction.

7. Conditioning
7.1 Conditioning—Condition the test speci 

mens at 23 ± 2C (73.4 ± 3.6 F) and 50 * 5 
percent relative humidity for not less than 40 
h prior to test in accordance with Procedure A 
of ASTM Methods D 618, Conditioning Plas 
tics and Electrical Insulating Materials for 
Testing/ for those tests where conditioning is 
required. In cases of disagreement, the toler 
ances shall be ± 1 C(±I.S F) and ±2 percent 
relative humidity. .

7.2 Test Conditions—Conduct tests in the 
Standard Laboratory Atmosphere of 23 ± 2 
C (73.4 ± 3.6 F) and 50 ± 5 percent relative 
humidity, unless otherwise specified in the 
test methods or in this specification. In cases 
of disagreement, the tolerances shall be ±1 C 
(±1.8 F) and ±2 percent relative humidity.

ft. Procedure
8. I Method I—Procedure A:
8.1.1 Use an untested specimen for each 

measurement. Measure the width and depth 
of the specimen to the nearest 0.03 mm (0.001 
in.) at the center of the support span. For 
specimens less than 2.54 mm (0.100 in.) in 
depth, measure the depth to the nearest 0.003 
mm (0.0001 in.).

8.1.2 Determine the support span to be 
used as described in Section 5 and set the 
support span to within \ percent of the deter 
mined value.

8.1.3 If Table I is used, set the machine to 
the specified rate of crosshead motion, or as
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near as possible to it. If Table 1 is not used, 
calculate the rate of crosshead motion as fol 
lows and set the machine for the calculated 
rate, or as near as possible to it:

R = 2L:/bd (I)
where:
R = rate of crosshead motion, mm (in.)/

min,
L — support span, mm (in.), 
d - depth of beam, mm (in.), and 
Z = rate of straining of the outer fiber,

mm/mm • min (in./in • min). Z shall
equal 0.0 1.

In no case shall the actual crosshead rate 
differ from thut specified by Table I, or thai 
calculated from Eq I, by more than ±50 per 
cent.

8.1.4 Align the loading nose and supports 
so that the axes of the cylindrical surfaces are 
parallel and the loading nose is midway be 
tween the supports. This parallelism may be 
checked by means of a plate with parallel 
grooves into which the loading nose and sup 
ports will fit when properly aligned. Center 
the specimen on the supports, with the long 
axis of the specimen perpendicular to the 
loading nose and supports.

8.1.5 Apply the load to the specimen at the 
specified crosshead rate, and take simultane 
ous load-deflection data. Measure deflection 
either by a gage under the specimen in con 
tact with it at the center of the support span, 
the gage being mounted stationary relative to 
the specimen supports, or by measurement of 
the motion of the loading nose relative to the 
supports. In either case, make appropriate 
corriviions for indentation in the specimens 
and deflections in the weighing system of the 
machine. Load-deflection curves may be plot 
ted to determine the flexural yield strength, 
secant or tangent modulus of elasticity, and 
the total work measured by the area under the 
load-deflection curve.

8.1.6 Terminate the test if the maximum 
strain in the outer fibers has reached O.OS 
mm/mm (in./in.) (Notes tl and 9). The deflec 
tion at which this strain occurs may be calcu 
lated by letting r equal O.OS mm/mm (in./in.) 
as follows:

D = i-A'/
where:
D - deflection, mm (in.),

(2)

r = strain, mm/mm (in./in.),
L = support span, mm (in.), and
d = depth of beam, mm (in.).

Noih 8 For some materials the increase in 
strain rate provided under Procedure B may induce 
the specimen to yield or rupture, or both, within the 
reuuired 5 percent strain limit.

KloTt 9 Beyond 5 percent strain, these methods 
are not applicable, and some other property might 
be measured (for example ASTM Method D 638, 
Test for Tensile Properties of Plastics,' may be con 
sidered).

8.2 Method 11 -Procedure A:
8.2.1 See 8.1.1.
8.2.2 See 8.1.2.
8.2.3 If Table 2 is used, set the machine for 

the specified rate of crosshead motion, or as 
near as possible to it. If Table 2 is not used, 
calculate the rate of crosshead motion as fol 
lows and set the machine as near as possible 
to that calculated'rate:

R = 0.21ZL-/J (la)
where:
R = rate of crosshead motion, mm (in.)/

min,
L = support span, mm (in.), 
d = depth of beam, mm (in.), and 
Z = rate of straining of the outer fibers,

mm/mm (in./in.) • min, Z shall equal
0.01.

In no case shall the actual crosshead rate 
differ from that specified by Table 2, or that 
calculated from Eq la by more than ±50 
percent.

8.2.4 Align the loading noses and supports 
so that the axes of the cylindrical surfaces are 
parallel and the distance between the loading 
noses (that is load span) is one third of the 
support span. This parallelism may be 
checked by means of a plate containing paral 
lel grooves into which the loading noses and 
supports will fit when properly aligned. Cen 
ter the specimen on the supports, with the 
long axis of the specimen perpendicular to the 
loading noses and supports. The loading nose 
assembly shall be of the type which will not 
rotate.

8.2.5 Apply the load to the specimen at the 
specified crosshead rate, and take simultane 
ous load-deflection data. Measure deflection 
by a gage under the specimen in contact with 
it at the common center of the spans, the gage 
being mounted stationary relative to the spec-

30-600 O - 85 T 29
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imen supports. Make appropriate corrections 
for indentation in the specimens and deflec 
tions in. the weighing system of the machine. 
Load-deflection curves may be plotted to de 
termine the flexural yield strength, secant or 
tangent modulus of elasticity, and the total 
work measured by the area under the toad- 
defleclion curve.

8.2.6 If no break has occurred in a speci 
men by the time the maximum strain in the 
outer fibers has reached 0.05 mm/mm 
(in./in.), discontinue the test (Notes 8 and 9). 
The deflection at which this strain occurs may 
be calculated by letting r equal O.OS mm/mm 
(in./in.) as follows:

D~0.2\rL*/d (2a)
where:
D = deflection mm (in.), 
r - strain, mm per mm (in. per in.), 
L ** support span, mm (in.), and 
d =» depth of beam, mm (in.) 

8.3 Methods I and II, Procedure B:
8.3.1 Use an untested specimen for each 

measurement.
8.3.2 Text conditions shall be identical to 

those described in 8.1 or 8.2 except that the 
rate of straining of the outer fibers shall be 
0.10 mm/mm (in./in.)/min.

8.3.3 If no break has occurred in the speci 
men by the time the maximum strain in the 
outer fibers has reached O.OS mm/mm 
(in./in.), discontinue the test (Note 9).
9. Retests

9.1 Values for properties at rupture shall 
not be calculated for any specimen that 
breaks at some obvious, fortuitous flaw, unless 
such flaws constitute a variable being studied. 
Retests shall be made for any specimen on 
which values sre not calculated.'

10. 1 Maximum Fiber Stress, .Method I— 
When a beam of homogeneous, elastic mate 
rial is tested in flexure as a simple beam sup 
ported at two points and loaded at the mid 
point, the maximum stress in the outer fibers 
occurs at midspan. This stress may be calcu 
lated for any point on the load-deflection 
curve by the following equation (Notes TO and
II):

5 - 3PL/2bdt (3)
where:
5 - stress in the outer fibers at midspan,

N/m* (psi),
P » load at a given point on the load-deflec 

tion curve, N (Ibf),
L » support span, m (in.),
b « width of beam tested, m (in.), and
d = depth of beam tested, m (in.).

Nort 10 -Equation 3 applies strictly to materi 
al* Tor which the stress is linearly proportional to 
strain up to the point of rupture and for which the 
strains are small. Since this is not always the case, a 
slight error will be introduced in the use of this 
equation. The equation will, however, be valid for 
comparison data and specification values up to the 
maximum fiber strain of S percent for specimens 
tested by the procedure herein described.

NOTE II—The above calculation is not valid if 
the specimen is slipping excessively between the 
supports.

10.2 Maximum Fiber Stress for Beams 
Tested at Large Support Spans, Method /—If 
support span-to-depth ratios greater than 16 
to I are used such that deflections in excess 
of 10 percent of the support span occur, the 
maximum stress for a simple beam can be 
reasonably approximated with the following 
equation (Note 12):
S - (3W./2W)

• [I + 6 (DID1 - 4 (d/LXD/L)) (3a)
where S, P, L, b, and d are the same as for Eq 3 
and D is the deflection in m (in.) of the cen- 
terline of the specimen at the middle of the 
support span.

NoTfc 12 -When large support span-to-depth ra 
tios are used, significant end forces are developed at 
the supports which affect the moment in a simply 
supported beam. An approximate correction factor 
is given in Eq 3a to correct for these end forces in 
large support span-to-depth ratio beams where rela 
tively large deflections exist.

10.3 Maximum Fiber Stress, Method II— 
When a beam is loaded in flexure at two cen 
tral points and supported at two outer points, 
the maximum stress in the outer fibers occurs 
between the two central loading points that 
define the load span (Fig. 2). This stress may 
be calculated for any point on the load-deflec 
tion curve for relatively small deflections by 
the following equation (Note 13):

S " PL/U (3bj
where:
5 -° stress in the outer fiber throughout load 

span, N/m1, (psi),
P - load at a given point on the load deflec 

tion curve, N (Ibf),
L - support span, m (in.).
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b = width or beam, m (in.), and 
d = depth of beam, m (in.).

Noi> 13 The limitations defined lor Hq .1 in 
Notes 10 and 1 1 apply also to tq Ja, jb, and 3c.

10.4 Maximum Fiber Stress Method II 
for Beams Tested at Large Support Spans If 
support span-to-depth ratios greater than 16 
lo I are used, such that deflections in excess 
of 10 percent of the support spun occur, the 
maximum stress may be reasonably approxi 
mated with the following formula:

(3c)
where S, P, L, b, and d are the same as for Eq 
3b fand D - maximum deflection of the cen 
ter of the beam in m(m.).

10.5 Flexural Strength (Modulus of Rup 
ture) The flexural strength is equal to the 
maximum stress in the outer fibers at the 
moment of break. It is calculated in accord 
ance with Eq 3, 3a, 3b, and 3c by letting P 
equal the load at the moment of break. If the 
material does not break, this part of the test is 
not applicable. In this case, it is suggested 
that yield strength, if applicable, be calculated 
and that the corresponding strain be reported 
also (see 10.6. 10.8, and 10.9).

10.6 Flexural Yield Strength Some mate 
rials that do not break at outer Tiber strains 
up to 5 percent may give load-deflection 
curves that show a point, K, at which the load 
does not increase with an increase m deflec 
tion. In such cases, the flexural yield strength 
may be calculated in accordance with Eq 3. 
3a, 3b, or 3c by letting P equal the load at 
point Y.

10.7 Flexural Offset Yield Strength --Off 
set yield strength is the stress at which the 
stress-strain curve deviates by a given strain 
(offset) from the tangent to the initial straight 
line portion of the stress-strain curve. Th'e 
value of the offset must be given whenever 
this property is calculated.

Noi> 14 This value may differ from flexural 
yield strength defined in 10.6. Both methods of cal 
culation are described in the Appendix to Method D 
638.

10.8 Stress at a Given Strain • The maxi 
mum fiber stress at any given strain may be 
calculated in accordance with Eq 3, 3a, 3b or 
3c by letting P equal the load read from the 
load-deflection curve at the deflection corre 
sponding to the desired strain.

10.9 Maximum Strain, Method I -The 
maximum strain in the outer fibers also oc 
curs at midspan, and may be calculated as fol 
lows:

r ~ bM/L' (4)
where:
r — maximum strain in the outer fibers,

mm/mm (in. /in.), 
D = maximum deflection of the center of

the beam, mm (in.), 
L = support span, mm (in.), and 
d = depth, mm (in.).

10.10 Maximum Strain, Method II The 
maximum strain in the outer fibers also occur 
at midspan, and may be calculated as follows:

r ^ 4.10DJ/L' (4a) 
where D. d, /., and r are the same as for Eq
2a - 

10. 1 1 Modulus of Elasticity:
10.11.1 Tangent Modulus of Elasticity, 

Method / The tangent modulus of elasticity, 
often called the "modulus of elasticity," is the 
ratio, within the elastic limit of stress to cor 
responding strain and shall be expressed in 
newtons per square meter (pounds per square 
inch). It is calculated by drawing a tangent to 
the steepest initial straight-line portion of the 
load-deflection curve and using Eq S.

£„ = L'm/4btf' (5)
where:
EH = modulus of elasticity in bending, N/m'

(psi),
L = support span, m (in.), 
b = width of beam tested, m (in.), 
d = depth of beam tested, m (in.), and 
m = slope of the tangent to the initial

straight-line portion of the load-de 
flection curve, N/m (Ibf/in.) of deflec 
tion.

10. II. 2 Tangent Modulus of Elasticity, 
Method //—The tangent modulus of elasticity 
is the ratio, within the elastic limit, of stress 
to corresponding strain and shall be expressed 
in newtons per square meter (pounds per 
square inch). It is calculated by drawing a 
tangent to the steepest initial straight-line 
portion of the load-deflection curve and using 
EqSa.

where £«. m, L, b, and d are the same as for 
Eq5.



440

10.11.3 Secanf Modulus of Elasticity—The 
secant modulus i of elasticity is the ratio of 
stress to corresponding strain at any given 
point on the stress-strain curve, or the slope of 
the straight line that joins the origin and a 
selected point on the actual stress-strain 
curve. It shall be expressed in newtons per 
square meter (pounds per square inch). The 
selected point is generally diosen at a speci 
fied stress or strain. It is calculated in accord 
ance with Eq 5 or Sa by letting m equal the 
slope of the secant to the load-deflection 
curve.

10.12 Arithmetic Mean—For each series of 
tests, the arithmetic mean of all values ob 
tained shall be calculated to three significant 
figures and reported as the "average value" 
for the particular property in question.

10.13 Standard Deviation—"The standard 
deviation (estimated) shall be calculated as 
follows and reported to two significant figures:

t -

where:
5 - estimated standard deviation, 
X - value of single observation, 
n - number of observations, and 
T - arithmetic mean of the set of observa 

tions.
II. Report

I I.I The report shall include the following: 
11.1.1 Complete identification of the mate 

rial tested, including type, source, manufac 
turer's code number, form, principal dimen-

sions, and previous history.
11.1.2 Direction of cutting and loading 

specimens.
11.1.3 Conditioning procedure.
11.1.4 Depth and width of specimen.
11.1.5 Method used.
11.1.6 Procedure used.
11.1.7 Support span length.
11.1.8 Support span-to-depth ratio.
11.1.9 Radius of supports and loading 

noses.
11.1.10 Rate of crosshead motion.
I I.I.I I Maximum strain in the outer fibers 

of the specimen.
11.1.12 Flexural strength (if applicable), 

average value, and standard deviation.
11.1.13 Tangent or secant modulus of elas 

ticity in bending, average value, and standard 
deviation.

11.1.14 Flexural yield strength (if desired), 
average value, and standard deviation.

11.1.15 Flexural offset yield strength (if 
desired), with offset or strain used, average 
value, and standard deviation.

H.I.16 Stress at any given strain up to and 
including S percent (if desired), with strain 
used, average value, and standard deviation.

12. Praciakw
12.1 Reproducibility between specimens is 

approximately ±5 percent for homogeneous 
materials tested.

12.2 Round-robin test data on flexural 
method comparisons are on file at ASTM 
Headquarters as RR 67:D-20.
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TAM£2 for Ted SLJ mt S3 tor V«riM» fpu li Omm

Method II (4-Poinl Loadi*)

Numiiul 
Specimen 

Depth, 
mm (in.)

1.6 ('/,.)
2.4 ('/..) 
3.2 (V.)
4 8 ('/,.)
6.4 , /,)
9.6 ('/.(

13.7 ('/..)
19.1 ('/,)
25.4 (1)

1.6 ('/,.)
2.4 ('/,.)
3.2 (V.)
4.8 I 1/,.)
6.4 ('/,)
9.6 ('/.)

12.7 ('/,)
W.I ('/,>
25.4 (1)

1.6 ('/,.)
2.4 ('/„)
3 2 ('/.(
4.8 (V,.)
0.4 ('/,)
9.6 (V.|

12.7 I'M
W.I ('/,)
2S.4 (1)

Specimen 
Width, 

mm (in.)

25(1)
25 (1) 
25(1)
U ('/,)
13 I 1/,)
U ('/,)
13 ('/,)
l» I 1/,)
25(1)

25(1)
25(1)
25(1)
13 (V,
13 ('/,
13 (V,
13 ('/,
19 (V,
25(1)

25(1)
25(1)
25(1)
13 ('/,)
13 ('/,)
13 (V..)
13 ('/,)
19 (V.)
25(1)

Sped men 
Length, 

mm (in.)

51 (2)
64 (2V.) 
76 (.1)

102 (4)
127 (5)
190 (7 1/,)
254 (10)
381 (15)
495 (!»'/,)

76(3)
102 (4)
127 (5)
190 (7V,)
254 (10)
381 (IS)
495 (I9 1/,)
737 (29)
991 (39)

89 (3V.)
121 (4V.)
178 (7)
241 (»'/,)
330 (13)
483 (19)
635 (25)
940 (37)

1245 (49)

Support 
Span, 

mm (in.)

l./d - 16 to 1
25(1)
38 (J 1/,) 
51 ft)
76(3)

102 (4)
152 (6)
203 (8)
305 (12)
406 (16)

/./</ - 32 to 1

51 (2)
76(3)

102 (4)
165 (6V,)
203(8)
305 (12)
406 (16)
610 (24)
813 (32)

LU - 40 to 1

63 (2 1/,)
95 (3V.)

127 (5)
190 (7V.)
254 (10)
381 (15)
508 (20)
762 (30)

1016 (40)

l.ojd 
Spun, 

mm (in.)

8.4 (0.33)
12.7 (0.50) 
17.0 (0.67)
25.4 (1.00)
33.8 (1.33)
50.8 (2.00)
67.8 (2.67)

102 (400)
135 (5.33)

17.0 (0.67)
25.4 (1.00)
33.K (1.33)
55.1 (2.17:
67.8 (2.f.;

102 (4)
135 (5.3)
204 (8.0)
271 (10.7)

21.2 (0.83)
31.8 (1.25)
42.4 (1.67)
63.5 (2.50)
84.6 (3.33)

127 (5.0)
169 (6.7)
254 (10.0)
338 (13.3)

Rule of Crow- 
head Motion 

(Procedure A) 
mm (in.)/min*

0.8 (0.03)
1.3 (0.05) 
1.7 (0.07)
2 5 (0.10)
3.4 (0.13)
5.1 (0.20)
6.8 (0.27)

10.2 (0.40)
13.6 (0.54)

3.4 (0.13)
5.1 (0.20)
6.8 (0.27)

11.9(0.47)
13.5 (0.54)
20.3 (0.81)
27.3 (1.08)
40.9 (1.61)
54.6 (2.15)

^ 5.2 (0.21)
7.9 (031)

106 (0.42)
15.8 (0.63)
21.2 (0.84)
31.8 (1.26)
42.7 (1.68)
63.8 (2.52)
85.3 (3.36)

' R*le> indicated are for Procedure A where strain rale is 0.01 mm/mm • min (0.01 in./in. • mm). To obtain sjeeds 
for Procedure 8 where strain rale is 0.10 mm/mm-min (0.10 in./in.• min). multiply these value* by 10. Procedure A 
u to be used for all specification purposes, unless otherwise staled in the specifications. See 8.2.3 for the method of 
calculation.
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U
TT TT 1 1

SUPPORT SPA*

r
HG. 2

SUPPORT SPAN

Noi> (u) Minimum radius •» 3.2 mm ('/. in.) (6) 
Minimum radius supports. •=• 1.5 limes specimen depth, 
maximum radium loading nos« " 4 lime.-, specimen depih. 

KIG. I Alte«»MeRa**«rLo»««cNo>CM4S«pr*rt 
Ra«i for SpKioM* M •• (0.2S hu Thick.

(A)

_L
rr

LL.

O O J—J

n n
Nun (u) Minimum radius -* 3.2 mm (V. in.). (A) 

Maximum radius -' I 5 limes specimen depth
HO. 3 AllowtMe H»«f« «f LtM^taf urf Suffort N«cs 

R*«i for Sfttimn 4.4 •• («.M U.I Thick.

rv American Society for Testing and Materials takes no position respecting the validity of any patent rights asteriei 
in connection with any item mentioned in this standard Users of this standard are expressly advised that determination 
of the validity of any such patent rights, and the risk of infringement of such rights, is entirely their own responsibility.

This inuuiurd a subject la revision at any nine by the moomiMe technical commiiiee anil miut be reviewed every f>< 
years miJ if not revised, either reapprovetl or wilhtlrtiwn Your comments are invitej either far revision ofthu siunJtirJw 
fur additional \ianilards and ihould be addreueil to AS'I M Htiultfuuners. Your comments will receive careful conHJenmun 
at u meeting of the responsible technical commiiiee, which \nu may attend. If you feel thai wur coininenii hut-e not recentJ 
a fair hearing you shottlil make your viewt known to the AfiTM Commiiiee on Siunilurih. IVIh Knee St., Philadelphia. f» 
IVIUJ, which will schedule a further hearing regarding your comments. Failing satis fat lion there, tuu muv apfieal ui tin 
ASTM Board of Directors.
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______Society for Ttttlnt and Material* (ASTM) 
Dtfloitiont of the Kitidtty of PlMtlc Mat«ri«l«

v
Standard DvflnWoiMi of T«rm« Rotating to 
PLASTICS1

IT) "I i<mnil*iiji »•• iti Ini n nun n iii»ii il

1.1 This standard » a coapiUuM of4tfi- 
attons of technical terms used ia the plastics 
•Awry. T«nu Ihtt *rt gtmtrtlly vadtnutod

MUM* «• MC JKhl4«<l
U Wkes • wm it Mtd ie w ASTM toe- 

•MI fcr which CoMBinee D-20 if respoui- 
Ht k « wductod o^y when j»djtd. after it- 
«w. by Subcoeaaincc D 10.92 to be a |«««r- 
aty usable ttra.

»H»D*O hHa j

U OerUitiom that are identical to those 
pMsfeed by another suadwdt body are idea- 
did with the abbreviation of the umc of the 
Tfli"'iT: for exajaple. IUPAC » the taier-
•ttwal UMOO of Pwc and Applied Cheauf
«T-

1.4 A deruiiiion is a smgie senicace with 
atttioBat inforautioa iatluded k notes. It is
•ntwed every 5 yean; the year of last review 
depended.

U For literature related to plastics ttnni- 
nlo|y. see the Reference section at the end of 
a» standard.

r%U ntesck,»—tat purposes of general clatu- 
ficatwn, a pUstic that has a modulus of 
elasticity either in flexure or ia tension 
greater than 700 MPa (100 000 psi) at 23*C 
and SO % relative humidity when tested in 
accordance with ASTM Method D 747, Test 
for Stiffness of Plank* by Means of a Can 
tilever Beam,* ASTM Methods D 790. Test 
for Fkxural Properties of Plastic* and Elec 
trical Insulating Materials.4 ASTM Method 
O 631, Test for Tensile Projwnies of PUs- 
ties,' or ASTM Methods D112, Test tot 
Tensile Properties of Thin Plastic Sheeting' 
(1W3)

pUstic, K—for purposes of general 
classification, a plastic that has a modulus of 
elasticity either in flexure or in tension of 
between 70 and 700 MPa (10 000 aad 
100 000 psi) at 23'C and SO % relative hu 
midity when tested ia accordance wiik 
ASTM Method D 747. Test for Stiffness of 
Plastics by Means of a Cantilever Beam,' 
ASTM Method D790. Test for Fkxural 
Properties of Plastics and Electrical Insubi- 
ing Materials.* ASTM Method D 63>, Ten 
for Tensile Properties of Plastics,' or ASTM 
Methods D 882, Test for Tensile Properuo 
of Thin PUstic Sheeting.4 (I9S3)

•tnrifid pisstk, »—for purposes of general 
classification, a plastic that has a modulus of 
elasticity either in flexure or in tension of not 
over 70 MPa (10 000 psi) at 23*C and SO % 
relative humidity when tested in accordance 
with ASTM Method O 790, Test for FkxuraJ 
Properties of Plastics,4 ASTM Method 
D 747, Test for Stillness of Plastics by Meaas 
of a Cantilever learn.* ASTM Method 
DOS, Test for Tensile Properties of Plas 
tics,4 or ASTM Methods DIS2. Test for 
Tensile Properties of Thin Plastic Sheeung.4 
(1983)
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STATEMENT OF A. J. SPILNER, MANAGER, TRADE ISSUES, GOVERNMENT RELATIONS,
ROHM & HAAS Co.

SUMMARY
Rohm and Haas Company is one of five major U.S. producers of acrylic sheet. 

There are at least ten other U.8. producers. The Company manufactures acrylic 
sheet in plants in Knoxville, Tennessee; Louisville, Kentucky; Bristol, Pennsylvania 
and Kensington, Connecticut. The Company's product is sold in the United States 
under the trademark PLEXIGLAS.

At least twenty firms imported acrylic sheet into the U.S. in 1982 and 1983 from 
at least thirteen foreign countries.

The Problem—Misclassification
Imports of acrylic sheet are currently classified under two separate provisions of 

the Tariff Schedules. The distinction between the two classifications is based on 
whether the sheets are considered "flexible" within a dictionary definition of "flexi 
ble".

Several problems have been created by this bifurcation:
Since 1969, imports of acrylic sheet considered to be "flexible" have been assessed 

a lower duty than other acrylic sheet. The lower duty rate imports account for more 
than 75% of total imports of acrylic sheet.

Imports of acrylic sheet considered to be "flexible" have been classified in a 
basket classification which includes other types of plastic sheet as well as acrylic.

If imports of "flexible" acrylic sheet had been classified as a separate item instead 
of being grouped with other products in a basket classification, or if imports of 
"flexible" acrylic sheet and other acrylic sheet had been consolidated under one 
item limited to acrylic sheet, imports of "flexible" acrylic sheet from Taiwan would 
have exceeded the competitive need limit under the GSP in several recent years and 
would have had duty-free treatment automatically withdrawn as a result of the 
annual review process of the Office of the United States Trade Representative. As it 
is, imports of "flexible" acrylic sheet continue to enter the U.S. free of duty.

Imports of other types of acrylic sheet from Taiwan exceeded the competitive need 
limit under the GSP in 1979, 1981, 1982 and 1983 and, as a result, no longer receive 
duty-free treatment.

Furthermore, imports of acrylic sheet from Taiwan are the subject of an ongoing 
anti-dumping investigation (731-TA-139). The Department of Commerce has made a 
final determination that imports of acrylic sheet from Taiwan are being sold at less 
than fair value. The International Trade Commission (ITC) has made a preliminary 
determination that there is a reasonable indication that the acrylic sheet industry 
in the United States is being materially injured or is threatened with material 
injury by reason of the importation of acrylic sheet from Taiwan. The ITC's final 
determination will be announced in May 1984.

Historical Perspective
The distinction between plastic sheets as "flexible" or "other" (non-flexible) did 

not appear in the article provisions of the Tariff Act of 1930, as amended, the con 
trolling statute prior to the adoption of the present Tariff Schedules effective 
August 31, 1963. While "flexible" plastic sheets were classified separately beginning 
at that time, the record shows that Congress did net intend any form of acrylic plas 
tic sheet to be considered "flexible."

Customs began classifying acrylic sheets in thicknesses up to 0.250" (thin sheet) as 
"flexible" in the 1970's. Administrative and judicial challenges to Customs classifi 
cation of this acrylic sheet as "flexible" have not been successful.

Recommendation
Having exhausted administrative and judicial remedies, we now request that the 

Tariff Schedules provide for a definition of the term "flexible", for purposes of the 
classification of plastic film, strips, and sheets of acrylic under items 771.41 and 
771.43. The effect of this proposal will be to cause all thickness of acrylic sheet cur 
rently being imported to be classified under one item, 771.45, rather than thick 
nesses up to 0.250" being classified under item 771.41, and thicknesses over 0.250" 
being classified under item 771.45, as at present.

The proposed change would eliminate unwarranted administrative burdens, pro 
vide uniform treatment in the tariff classification of acrylic sheet and restore to the
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TarftT Schedules the duty treatment intended by the Congress to be applicable to 
shec j of acrylic resins.
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ROHM AND HAAS COMPANY'S COMMENTS ON 
HR 5337

A bill to amend the Tariff Schedules of the United 

States with respect to the tariff treatment 

accorded to film, strips and sheets of acrylic 

plastic materials.

HEED TO AMEND TARIFF SCHEDULES OF THE UNITED STATES

At the present time, acrylic film, strips and sheets are 

subject to tariff classification under two separate provisions of 

subpart B of part 12 of schedule 7 of the Tariff Schedules of the 

United States depending upon whether, on the basis of a very 

subjective determination, such articles are or are not considered 

"flexible".

For example, acrylic sheets in thicknesses up to and 

including 0.2SO inch are considered by U. S. Customs to be 

flexible and are classified under item 771.41, TSUS, while 

acrylic sheets in thicknesses over 0.250 inch are considered to 

be rigid (not flexible) and are classified under item 771.45 

(Exhibit A.).

The domestic producers of acrylic sheet have expressed 

dissatisfaction with the criterion presently used to establish 

whether an article is or is not flexible. Quite remarkably, the 

"test" currently used is one of bendability. If the edges of a



448

swnple can be bent so they touch, the article is considered to be 

flexible. One sueh producer the Rohm and Haas Company of 

Philadelphia, Pennsylvania, initiated an American manufacturer's 

petition to challenge the administrative practice, fostered by a 

1969 decision of the Customs Court, of resort to the presumption 

that the term "flexible" is to be used and interpreted by its 

common meaning.

The conrnon meaning of the term "flexible" was found by 

the Customs court to be stated definitively in Webster's Third 

New International Dictionary of the English Language. Unabridged 

(1961) as:

1. Capable of being flexed: capable of being 

turned, bowed, or twisted without breaking... 

syn. Elastic, resilient, springy, supple: 

Flexible is applicable to anything capable of 

being bent, turned or twisted without being 

broken and with or without returning of itself 

to it's former shape.

Since rigid articles such as glass and steel are "capable of 

being flexed," the common meaning is obviously too broad. 

Furthermore, if bendability were to be the criterion, differing 

test results would occur depending on (i) the size or the length 

of the sample, (ii) the size and the weight of the individual 

performing the test and (iii) the use of mechanical aids such as
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banding or strapping machines.

In the Tariff Classification Study, Explanatory and 

Background Materials, Schedule 7 (1960) (the "Study")* there 

appear to be numerous references that establish conclusively how 

the Congress originally intended acrylic sheet should be 

classified. Prior to the adoption of the Tariff Schedules, 

acrylic sheet was dutiable at 21 cents or SO cents per Ib. under 

Paragraph 31(a)(l) of the Tariff Act of 1930, as amended. In the 

explanatory notes to the Study at page XI is noted:

For each part of the revised Tariff Schedules 

there is shown the provisions of the Tariff 

Act of 1930, as amended and modified, and 

related provisions of law incorporated in that 

part. A cross-reference (col. 1) identifies 

the revised tariff item.

At page 455 of the Study, it may be noted that revised tariff 

item 771.45, and not items 771.40 or 771.42, Tariff Schedules of 

the United States ("TSUS") cross refers to Paragraph 31(a)(l). 

Viewed from the perspective of the revised tariff items, at page 

430 it may be noted that Paragraph 31(a)(l) is again cross

* Photocopies of the relevant pages of the Study {emphasis added) 

are attached (Exhibit B)
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referred, and the only such reference, to the then-proposed item

771.45, TSUS. The rate of duty under Paragraph 31(a)(1) of the

Tariff Act of 1930 and item 771.45 of the proposed Tariff

Schedules was identical.

As noted on page Xt of the Studyi

Section 101(b) of the Customs Simplifica 

tion Act specifies that the Commission 

should seek to accomplish the revision 

and consolidation of the Customs ws 

without suggesting changes in an^ .ate of 

duty. Where, however, in the Judgment of 

the Commission, the purpose of the act 

cannot be accomplished without rate 

changes, the Commission is required in 

Its -^oort to specify the incidental 

change in rate and submit a summary of 

the data on which such rate change was 

based, together with a statement of the 

probable effect of such- change on any 

industry in the United States. The 

explanatory notes covering each part of 

the revised Tariff Schedules indicate 

rate changes and set forth the data 

required by law.

(emphaMs added)
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The Study is silent on any change of duty rate with 

respect to the eo nomine classification of articles of acrylic 

resin under item 771.45, TSUS. There was none; the rates were 

identical.

It is clear, therefore, the Study details where the 

Congress intended articles previously subject to classification 

under Paragraph 3f(a)(l) of the Tariff Act of 1930 were to be 

classified under the revised Tariff Schedules.

Subsequent to 1969,' acrylic sheet up to 0.250 inch in 

thickness'began to be classified other than under item 771.45, 

TSUS. This ultimately led to challenge by the domestic industry 

which sought both judicial and legislative relief. We note, for 

example, that the then-Acting Conmissioner of Customs, Mr. G. R. 

Dickeraon, stated in a letter dated July 13, 1977 to Charles A. 

Vanik, the then-Chairman of the Subcommittee on Trade:

The Court's test is exceptionally broad and 

has caused some administrative difficulty. 

Furthermore, it appears that as a result of 

the Court*s decision some merchandise is being 

treated as flexible for tariff purposes which 

would not have been so regarded by the framers 

of the Tariff Schedules.

A quantitative test, based on the modulus of 

elasticity in flexure would be easier to
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administer and lead to mor« consistent 

results.

Comments on miscellaneous tariff bills then pending 

before the Congress, including a measure that would have restored 

the proper tariff classification to acrylic sheet, were furnished 

by other interested agencies as well. On this issue, the 

Department of Commerce observed:

It appears that a major purpose of the 

proposed legislation is to correct alleged 

improper classification by the U. S. Customs 

Service. In this regard, we observe that in 

testimony before the Subcommittee on Trade, 

the spokesman for the Rohm and Haas Company 

sought support for H.R. 5285 on the grounds 

that, for purposes of duty assessment, the 

U.S. Customs Service is not classifying 

imports of certain acrylic sheets under the 

appropriate TSUS item, thus permitting such 

imports to enter at a lower rate of duty than 

was intended by the Congress.

If this situation is occurring, we believe 

that an adequate remedy already exists under 

section 516 of the Tariff Act of 1930 whereby 

domestic manufacturers may protest a Customs

Service classification ruling and pursue the 

matter through the Customs Courts, if
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necessary. It is our understanding that in 

this ease the industry has not filed a protest 

with the Customs Service under this statutory 

provision. Inasmuch as existing 

administrative procedures have not yet been 

exhausted, the Department does not consider 

the proposed legislation to be warranted.

Legislative Proposals on 

Miscellaneous Tariff and 

Trade Bills: Hearings Be 

fore the Subcomnittee on 

Trade of the House 

Committee on Ways and 

Means, Serial 95-38. 95th 

Cong., 1st Sess. 741 

(1977)

The Congress did not act and the Rohm and Haas Company 

pursued relief through the courts. On February 9, 1984, the 

Court of Appeals for the Federal Circuit affirmed the 1969 . 

administrative practice of use of the dictionary sense of the 

term "flexible". Almost ironically, the Court reached this 

decision by noting in its closing paragraph:

Congress, however, made no change in these items, 

although it did change other parts of the tariff 

schedules. This failure to take any action in 

response to the government's suggestion that a 

change from the dictionary meaning in (the 1989

30-600 0 - 85 - 30
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case) would be appropriate, at least suggests that 

the Congress acquiesced in the (1969) 

interpretation of the term "flexible".

Rohm and Haas Co. v. United 

States, Appeal No. 83-1177

In order to eliminate unwarranted administrative 

burdens, provide uniform treatment in the tariff classification 

of acrylic sheet products and restore to the Tariff Schedules the 

duty treatment intended by the Congress to be applicable to 

sheets of acrylic resins, it is proposed to amend the headnotes 

to Subpart B, part 12, schedule 7 of the Tariff Schedules of the 

United States so as to provide for definition of the term 

"flexible" when applied to film, strips, and sheets of acrylic. 

By establishing a quantitative test predicated on modulus of 

elasticity, both the ambiguities and inconsistencies will be 

removed. More importantly, the tariff classification of acrylic 

sheet will be effected in accordance with the intent of the 

Congress at the time the Tariff Schedules were originally 

adopted. This will bring to the end a practice created, but not 

corrected, by the judiciary.
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Rational* for the Proposed Definition of tht Ttrm "Flexible"

In its decision, the Court of International Trade held 

that Customs properly classified acrylic sheet O.JSO" inch and 

loss in thickness as flexible plastic sheet under item 771.41 on 

the basis that the term "flexible" had not been established as a 

commercial designation which is general (extending over the 

entire country), definite (certain of understanding), and uniform 

(the same everywhere in the country) within the plastics 

industry, or to demonstrate that Congress had a manifest inten 

tion to define the word "flexible" in a commercially designated 

way which differ., from that term's cornnon meaning.

Our comments on Congressional intent are given above. 

On the issue of the term "flexible", although a standard 

definition of the term "flexible" has not been adopted by the 

plastics industry, the terms "rigid plastic", "semi-rigid 

plastic" and "non-rigid plastic" have been defined and adopted by 

the plastics industry as noted in American Society for Testing 

and Materials (ASTM) Designation D-883'83 "Standard Definitions 

of Terms Relating to Plastics". (See Exhibit C). In most 

instances, "non-rigid" is synonymous with "flexible".

For the purposes of the bill, we propose that, in 

effect, "flexible" acrylic plastic film, strips and sheets be 

considered neither as "rigid plastics" nor as "semi-rigid 

plastics", rather as "non-rigid-plastics" as defined in ASTM D- 

883-83. The language of the bill thus states that the term 

"flexible" means acrylic plastic film, strips and sheets which
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a modulus of elasticity either in flexure or in tension less 

than 10,000 pat at 2S C and 50% relative humidity, when tested in 

accordance with the American Society for Testing and Materials 

(ASTM) Method D-638, D-747, D-790 or D-882.

Effect of the Bill on the Tariff Classification of Acrylic Sheet

The effect of the proposed bill would be to classify 

essentially all thicknesses of acrylic sheet currently being 

imported under item 771.45, rather than thicknesses 0.250 inch 

and less being classified under item 771.41, and thicknesses over 

0.250 inch being classified under 771.45, as at present.

Revenue Impact of Proposed Bill

There would be some increase in duties paid. The amount 

is uncertain.

The duty rate on acrylic sheet in thicknesses up to and 

including 0.250 inch would be increased slightly from 6% ad 

valorem under item 771.41 to 8.5 cents per pound under item 

771.45. At the current average f.a.s. selling price of 

approximately $1.00 per pound for imported acrylic sheet, the 

increase in duty payable would be approximately 2.5 cents per 

pound.

The duty rate on acrylic sheet in thicknesses over 0.250 

inch would not be affected since the tariff classification in 

these thicknesses would not change.
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Exhibit A

Present Tariff Classifications and Duty Rates!

Acrylic sheet .250" 
and less in thickness

Acrylic sheet over 
.250" in thickness

Duty Rate 

6 % ad valorem
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EXHIBIT B

UNITED STATES TARIFF COMMISSION

TARIFF
CLASSIFICATION 

STUDY
EXPLANATORY AND BACKGROUND MATERIALS

Schedule 7.—Specified products; miscellaneous and 
nonenumerated products

Report to the President and to the Chairmen of the
Committee on Ways and Means of the House
•and the Committee on Finance of the Senate

Pursuant to Title I of the Customs
Simplification Act of 1954

November 15,1960

UHl'i'Cl) STATES
OOTtRNMEMT PBINTdO OOTCE 

WASHINGTON : 1MO
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XI

Explanatory note*
Section 101 (b) of the Customs Simplification Act specifies that the 

Commission should seek to accomplish .the revision and consolidation 
of the customs laws without suggesting changes in any rate of duty. 
Where, however, in the judgment of the Commission, the purpose of 
the act cannot be accomplished without rate changes, the Commission 
is required in its report to specify the incidental change in rate and 
.submit a summary of the data on which such rate change was based, 
togothe:1 with a statement of the probable effect of such change on 
any industry in the United States. The explanatory notes covering 
each part of the revised tariff schedules indicate rate changes and set 
forth the data required by law.
Statutory, trade agreement, and related provisions in effect December 

31,1959'
For each part of the revised tariff schedules there is shown the pro 

visions of the Tariff Act of 1930, as amended and modified, and re 
lated provisions of law incorporated in that part. A cross reference 
(col. 1) identifies the revised tariff item. The word "none" or 
•'dropped" in column 1 opposite a provision indicates the intent to 
repeal the provision.

The 1930 Tariff Act provisions are arranged in order by paragraph 
number and are followed by the related tariff provisions. The statu 
tory description of articles, us amended through December 1959, is 
shown in column 3. Column 4 shows the subciassifications of statu 
tory language required to reflect the rate of duty in effect December 
31,1959. The subciassifications result primarily from the granting of 
a traded agreement concession on only a part of a statutory description. 
However, a few tariff descriptions are subdivided so that they appear 
in more than one part of the revised tariff schedules which has re 
quired a subclossincation in column 4; such subciassifications are 
preceded by an asterisk (*).

The ''trade agreement rate" column shows all trade agreement obli 
gations in effect December 31,1959. The word "none" in this column 
indicates there is no trade agreement obligation, and the rate shown 
for such item in the "full rate" column applies. All products of Cuba 
subject to a preferential rate are set forth separately and the prefer 
ential rate is shown in the "trade agreement rate" column.

The full rate applies only to products of Communist-dominated 
countries or areas designated by the President pursuant to section 5 of 
the Trade AgreementslBxtension Act of 1951. Except for a very few, 
the rates shown in this column are those specified in the Tariff Act 
of 1930 or established pursuant to section 336 of the Tariff Act of 
1930.
Appendix

Schedule 7 was published by the Commission for public hearing 
in four stages. Part 1 of the schedule was published on April 18. 
1958, and hearings thereon were held beginning June 3,1958; part 11 
(originally issued as pt. 5) was published July 15, 1958, and hear 
ings thereon were hem beginning September 16,1958: subparts A, B. 
C, D, and E of part 2 were published June 17, 1959, and'hearings

1 Ounget m«d« b«twttn D«e. 31, 1950, and AUK- 1- I960, are ihown In footnote.



T
A

R
IF

F 
C

LA
SS

IF
IC

A
TI

O
N

 S
TU

D
Y

Pr
op

os
ed

 P
ro

rl
al

oo
c

12
-6

SC
H

ED
U

LE
 7

. 
• 

SP
EC

IF
IE

D
 P

R
O

D
U

C
TS

; 
M

IS
C

EL
LA

N
EO

U
S 

AN
D 

N
O

N
EN

U
M

ER
A

TE
D

 P
R

O
D

U
C

TS
Pa

rt
 1

2.
 -

 R
ub

be
r 

an
d 

P
la

st
ic

s 
Pr

od
uc

t*

3S
 

3U
bK

l)
,

31
0X

1)

1J3
9(b

)
15

37
(b

)2
l5

52
7.

gw
oi

ff
15

5«
. 

15
59

IU
»

77
1.

20
77

i.2
> 

77
1.3

0

77
1.

35

77
1.

W
 

77
1.

42

TT
LO

A 
77

1.
50

 
77

1.
55

A
rt

lc
ln

ri
l-

, 
st

ri
ps

. 
sh

ee
ts

, 
pl

at
**

, 
sl

sb
s,

 b
lo

ck
*,

 
fi

la
at

nt
a,

 r
od

s,
 s

oM
tlc

aa
 t

ub
in

g,
 a

nd
 o

ttx
r 

pr
o 

fi
le

 (
h.

ip
ea

. 
al

l 
th

« 
rj

r»
go

ln
« 

w
ho

lly
 o

r 
aU

w
it 

w
ho

lly
 o

f 
ru

bb
er

 o
r 

pl
*s

tle
«>

 
Of

 e
tl

lu
lo

sl
e 

pl
w

ti
cs

 w
U

rl
al

si

O
th

tr
t fi

lm
, 

st
ri

ps
, 

an
d 

sh
as

ts
, 

al
l 

th
s 

t»
T»

go
ln

r, 
no

t 
ov

er
 0

.0
03

 I
nc

h 
in

No
t 

of
 c

sl
lu

lo
sl

e 
pl

as
ti

cs
 m

at
sr

is
ls

i 
fil

m
, 

st
ri

ps
, 

an
d 

sh
ee

ts
, 

al
l 

th
e 

fo
re

 
go

in
g 

vh
lc

h 
ar

e. 
fl

ex
ib

le
 a

nd
 

un
su

pp
or

te
d!

 
Kt

tM
 I

n 
iM

lta
tlo

n 
of

 p
at

en
t 

le
at

he
r.

.

O
th

er
r O

th
e
r.

..
..
..
..
..
..
..
..
..
..
..
..
..
..
..
.

K
at

es
 o

f 
D

ut
y

1

10
.5

* 
pe

r 
Ib

. 
8.

H
 a

d 
»a

l.

22
. y

l 
ad

 v
al

. 
20

* 
pe

r 
Ib

.

7.
5*

 a
d 

m
l.

 
12

.5
* 

ad
 v

al
.

21
* 

pe
r 

Ib
. 

1O
.J*

 p
er

 I
b.

 
20

* 
ad

 t
el

.

2

50
* 

pa
r 

Ib
. 

30
* 

a<
l v

al
.

45
< 

ad
 v

al
. 

45
* 

pa
r 

Ib
.

25
* 

ad
 v

al
. 

25
* 

ad
 v

al
.

50
» 

n
r 

Ib
. 

25
* 

pe
r 

Ib
. 

35
* 

ad
 v

al
.

1C



463

j
J

C

1-.
I

3
!
i
3 
I

sft

t 
I
4 

I
I
r

J
*

r r

3*\

i 
I
3

J 
I
I

Aii
.:.;"If

Ijs
ill :

81 !



464

Exhibit C

American Society for Testing and Materials (ASTM) 

Definitions of the Rigidity of Plastic Materials

D**Jgrution: D 883 - 83

Standard Definition* of T«rms Relating to 
PLASTICS1

LScofe
1.1 This standard is a cootpilauon of defi- 

uions of uyhnical terms used in the plastics 
•dustry. Terms that are generally understood 
«tdequateiy defined in other readily available 
motet an not included.
U When a term is used in an ASTM doc- 

weat for which Committee D-20 is responsi- 
Ue it is included only when judged, after re 
nt*, by Subcommittee D 20.92 to be a gener- 
tlly usable term.

iljr following tw itesiuuioa ladicucs ti« 
—1» pucaUKw uidKuo iki ym of Uu

IJ Definitions that are identical to those 
Hblished by another standards body are iden- 
aoed with the abbreviation of the name of the 
aimization; for example, 1UPAC is the Inter- 
tuional Union of Pure and Applied Chemis- 
«T-

1.4 A definition, is a single sentence with 
idditional information included in notes. It is 
wriewed every 5 years; the year of last review 
ttopended.

H For literature related to plastics termi- 
«*>gy, see the Reference section at the end of 
fcs standard.

rifW plastic, n—for purposes of general classi- 
fication, a plastic th:u has a modulus of 
elatlicity either in flwure or in tension 
greater than 700 MPa (!CO 000 psi) at B'C 
and 50 % relative humidiN when tested in 
accordance with ASTM Me'.hod D 747, Test 
for Stiffness of Plastics by Means of a Can 
tilever Beam,4 ASTM Methods D 790. Test 
for Flexural Properties of Plastics and Elec 
trical Insulating Materials,4 ASTM Method 
0 638, Test for Tensile Properties of Plas 
tics,4 or ASTM Methods D882, Test for 
Tensile Properties of Thin Plastic Sheeting. 4 
(1983)

semirifM pUntk, n—for purposes of genenl 
classification, a plastic that has a modulus of 
elasticity either in flexure or in tension of 
between 70 and 700 MPa (10 000 tod 
100 000 psi) it 2TC and 50% relative hu 
midity when tested in accordance with 
ASTM Method D 747, Test for Stiffness of 
Plastics by Means of a Cantilever Beam,1 
ASTM Method D790, Test for Ftexunl 
Properties of Plastics and Electrical Insulat 
ing Materials,* ASTM Method D 638, Ttu 
for Tensile Properties of Plastics,4 or ASTM 
Methods D S82. Test for Tensile Propertio 
of Thin Plastic Shewing.'(1983)

•Mrifid atestic, n-for purposes of general 
classification, a plastic that has a modulus of 
elasticity either in flexure or in tension of not 
over 70 MPa (10 000 psi) at 23*C and 50 % 
relative humidity when tested in accordance 
with ASTM Method D 790. Test for Flexural 
Properties of Plastics,4 ASTM Method 
O 747. Test for Stiffness of Plastics by Means 
of a Cantilever Beam,4 ASTM Method 
D 638, Test for Tensile Properties of Plas 
tic*.4 or ASTM Method D 882, Test for 
Tensile Properties of Thin Plastic Sheetint 4 
(1983) B
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ROHM & HAAS CONNECTICUT INC.,

Kensington, CT, May 4,1984.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means,
House of Representatives, Longworth House Office Building, Washington, DC.

DEAR MR. SALMON: I am a plant manager employed by the Rohm and Haas Com 
pany, Philadelphia, PA, in charge of a acrylic plastic sheet operation in Kensington, 
CT. I am writing to you in reference to HR5337, whose purpose is to amend the cur 
rent Tariff Schedules so that all thicknesses of acrylic sheet are classified under one 
schedule instead of the current dual classification based on the subjective use of the 
term "flexible." A distinction is now arbitrarily made between sheet below 0.250" 
thickness and sheet above this thickness for tariff purposes.

Our employees at Kensington process millions of pounds of acrylic sheet annually 
and I assure you, the use of the word "flexible" to distinguish between "thick" and 
"thin" sheets which are otherwise physically and chemically identical is most puz 
zling to us. We manufacture all thicknesses on the same machines, using the same 
process, handling and packaging the material in identical fashion. To us "flexible" 
means capable of being bent without breaking. This, in turn, depends on the size 
and length of the material being tested and the nature of the test itself. In this re 
spect, other materials (steel, glass, etc.) can be "flexed" but they are rarely, if ever, 
referred to as "flexible."

Our reason for concern is that importers of Taiwanese sheet are using the "flexi 
ble" distinction to secure duty free status for acrylic sheets under 0.250" in thick 
ness. If the arbitrary distinction were eliminated then, under the competitive need 
limit, the overall limit for all acrylic sheet would be exceeded and the duty would 
apply to all such sheet of whatever thickness. From a practical, common sense point 
of view, then, this artificial device should be eliminated.

Our company has proposed that the Tariff Schedules provide a definition of the 
term "flexible such that all thicknesses of acrylic sheet will then be classified 
under one item (771.45). Given the latitude accorded to the term "flexible" in the 
Webster's Dictionary definition, such a change would be perfectly compatible with 
the meaning contained therein.

As a leading domestic producer of plastic sheet (the only product made at our 
plant), we feel we can be conpetitive will all producers, domestic and foreign, if the 
rules under which imports and exports are clear and devoid of ambiguity. I urge 
that the provisions of HR5337 be enacted. 

Sincerely,
RICHARD H. CAHILL,

President.

STATEMENT OP R. R. VAN SICKLE, PRESIDENT AND PLANT MANAGER, ROHM & HAAS
TENNESSEE, INC.

Rohm and Haas Tennessee Incorporated is a wholly owned susidiary of the Rohm 
and Haas Company with manufacturing facilities located in Knoxville, Tennessee. 
The Knoxville Plant is one of four Rohm and Haas plants in the United States 
which manufactures acrylic sheet sold under the trademark PLEXIGLAS.

Rohm and Haas Tennessee Incorporated manufactures acrylic sheet using the 
"cell cast" process only. Of the various methods used to manufacture acrylic sheet, 
cell casting is the one which produces the best quality, and the widest range of 
thicknesses. It is also, however, the most labor intensive and, therefore, the most 
expensive.

Because of the combination of the wide range of thicknesses that are possible and 
the inherent additional cost that goes with this capability, the misclassification of 
acrylic sheet—discussed below—has a particularly severe impact on Rohm and Haas 
Tennessee Incorporated.

Imports of acrylic sheet are currently classified under two separate provisions of 
the tariff schedules. The distinction between the two classifications is based on 
whether the sheets are considered "flexible" within a dictionary definition of "flexi 
ble." This dictionary approach results in the classification of acrylic sheets in thick 
nesses up to 0.250" as ^flexible." This, in turn, has permitted "flexible" material to 
enter the United States from Taiwan free of duty.

We do not, believe that the distinction between "flexible" and "other" as it pres 
ently exists is correct froir either an historical or technical perspective. In short, we 
feel that we have been placed in a most difficult competitive position through an 
interpretation of tne tariff schedules which was never intended. At the very least
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the present interpretation relies on a broad dictionary definition in place of a tech 
nical approach well documented and readily available.

We therefore, request that the tariff schedules call for the term "flexible" to be 
technically defined. We believe this action will properly cause all thicknesses of 
acrylic sheet currently imported to be classified under one item 771.45. The present 
system which classifies thicknesses up to 0.250" under Item 771.41 and thicknesses 
over 0.250" under Item 771.45 should be discontinued.

USS CHEMICALS, 
Florence, Ky, May 15, 1984. 

Re HR 5337.
Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means,
House of Representatives, Longworth House Office Building, Washington, DC.

DEAR MR. SALMON: USS Chemicals Acrylic Sheet Unit is one of five major U.S. 
producers of acrylic sheet. There are at least ten other U.S. producers. The Compa 
ny manufactures acrylic sheet at its plant located in Florence, Kentucky. USS 
Chemicals is a Division of U.S. Steel Corporation located in Pittsburgh, PA.

Based upon information reported to us, at least twenty firms imported acrylic 
sheet into the U.S. in 1982 and 1983 from at least thirteen foreign countries. The 
quantity and percent of U.S. market share represented by imported acrylic sheet 
has increased dramatically over the past 5 years. We have studied the Rohm & 
Haas Company's comments on HR 5337 as stated in their April 30, 1984 letter to 
John J. Salmon, Chief Counsel, Committee on Ways and Means, U.S. House of Rep 
resentatives. We fully concur with the comments of Rohm & Haas Company as 
stated in their April 30, 1984 letter and we would like to go on the record as being 
supportive of their position as stated in that letter. Specifically, we concur with the 
position of Rohm & Haas Company that it was not the original intent of Congress to 
allow acrylic sheet to be classified under two separate provisions of the Tariff Sched 
ules. By adopting 'the changes to the Tariff Schedules as proposed by Rohm & Haas 
Company, unwarranted administrative burdens would be eliminated, while provid 
ing a uniform treatment in the tariff classification of acrylic sheet and restore to 
the Tariff Schedules the duty treatment originally intended by Congress to be appli 
cable to sheets of acrylic resins.

We appreciate the opportunity to provide you with our comments on HR 5337. 
Please let me know if you or your staff have any questions on our submission or 
would like to discuss our comments in more detail. 

Sincerely,
G. G. LAYNE, 

General Manager, Acrylic Sheet Unit.



H.R. 5338
To provide for the temporary suspension of the duty on mixtures of 5-chloro-S-me- 

thyl-4-isothiazolin-3-one, 2-methyl-4-i8othiazolin-3-one, magnesium chloride and mag 
nesium nitrate.

STATEMENT OF ROHM & HAAS Co.

SUMMARY
Rohm and Haas Company (the Company) is a multinational manufacturer of 

chemicals and plastics with principal offices in Philadelphia, Pennsylvania.
The Company imports mixtures of 5-chloro-2-methyl-4-isothiazolin-3-one, 2-methyl- 

4-isothiazolin-3-one, magnesium chloride and magnesium nitrate as a proprietary 
line of chloromethylisothiazolinone based biocides which it sells under the trade 
mark KATHON.

KATHON biocides are used in a wide variety of applications ranging from that of 
a preservative for cosmetics and household chemicals to a slimicide in pr.per mills 
and in industrial recirculating-water cooling towers. They are in demand because 
they are slow acting and long lasting, and are effective at extremely low use levels 
compared to competitive biocides.

There are no commercial manufacturers of chloromethylisothiozolinone based bio 
cides in the United States.

Prior to importation beginning in September 1983, KATHON products were man 
ufactured in the Company's Philadelphia plant semi-works. At maximum output, a 
total of twenty one hourly employees were involved in the pr oduction of KATHON. 
Of these, eight remain assigned to the semi-works. The othet thirteen have been re 
assigned to other jobs or promoted to non-exempt jobs. Thus, no jobs were lost when 
production was transferred overseas.

The revenue that would be foregone by enactment of H.R. 5338 is estimated to 
total approximately $3MM from the first importation in 1983 through 1986.

RECOMMENDATION

We support H.R. 5338 to suspend the duty on chloromethylisothiozolinone based 
biocides since these products are not manufactured in the United States and they 
are in demand by U.S. industry for a wide variety of applications in which they 
have demonstrated superior cost effectiveness.

(467)
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ROHM AND HAAS COMPANY'S COMMENTS ON 

HR-5338

- • bill to provide for the temporary suspension of the 

duty on mixtures of 5-chloro-2-methyl-4-lsothiazolin-3- 

one, 2-methyl-4-isothiazolin-3-one, magnesium chloride 

and magnesium nitrate.

Product Description and Composition

Kathon ® * Bloddes

Kathon 888P Kathon CG

5-chloro-2-methyl-4-iiOthiacol£n-3-one 1 10-11% 1.05-1.25%

2-methyl-4-isothiazolin-3-one2 *>-4% 0.25-0.45%

magnesium chloride2 8-9% 0. 5-1.0%

magnesium nitrate8 15-17% 21-23%

water 60-82% 74-77%

1 active ingredient

1 reaction by-product
8 stabilizer

Kattam Is a registered trademark of fteta and Haas Company.
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Kathon 886F - preservative for metal-working fluids, water- 

based paints and other latex polymers; 

slimicide for paper and pulp mills; 

prevention of growth in oil and gas-field 

injection water and in industrial rtcirculating- 

water cooling towers and air washers

Kftthon CO preservative for cosmetics, toiletries, floor 

polishes, fabric softeners, dishwashing IiQuids

Product History

First sale outside the United States - 1974 

First sale in the United States - 19?«

Location for Product Ion Faeilities

Jarrow, U.K. - at Rohm and Kaas U.K., a wholly-owneO subsidiary 

of Rohm and Haas Company (USA)

D«dicet«J new wofit! tcale plant st Jsrro^ started up in the 3rd 

Quarter of i9§3.

30-60C 0 - B5 - 31
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Production in semi-works at Rohm and Haas Company's Philadelphia, 

PA plant to be discontinued in the 1st Quarter of 1984. Demand 

outran capacity, necessitating construction of new facilities. 

Semi-works continues in service for scale-up projects and 

production of limited volume chemicals.

Other Manufacturers

None - domestic or foreign.

Patent coverage in the United States and in major western 

countries extends into the 1990's (Exhibit A).

Raw Material Sources

Share of U.S. Capacity* 

Used When Production of 

Kathon Products was Based 

Source in the United States_____

methyl 3 mercaptopropionate U.K. & U.S. < 2% 

monomethyl amine *\ < 0.2% 

chlorine L Non-U.S. < 0.1% 

magnesium oxide. < 0.1% 

magnesium nitrate ' _J . ^ 1%

* Based on world market for Rathon products in 1983.

U.S. market for Kathon products is less than $0% of world 

market.
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Customer Need

Ktthon biocides are in demand because they are slow reacting, long 

lasting and effective at extremely low use levels compared to 

competitive biocides. These benefits result in:

- significant cost/performance advantages over competitive 

biocides

- less potential for hazard to people due to contact with 

fnished product formulations incorporating Kathon

- less potential for environmental hazard

- less potential for disturbing the esthetics (color and/or 

odor) of finished product formulations, as in cosmetics

Competitive Products

There is a wide variety of biocides in use today. None offer the 

customer the advantages of Kathon, as outlined above. Effectiveness 

at low use levels is a particularly important factor in the customer's 

choice of biocide. A comparison of recommended use levels for Kathon 

and competitive biocides in several major applications is shown in 

Exhibit B.
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P r e i e n t_TljJJLL-£iAlLlXl£*li°-C

Hem 432,25 TStJS Mixtures not specially provided tor: 
Others Other:

Duty

ad v«!or*m the highest r»t? applicable to any 

eotfpooest in Kalhon - from item 

423. $2 TSU5; Ni tropsnoiis compounds: 

Others

Revenue Impac.t gf

Dutit< first payable 

would b« fortgont.

Import* of Kcthon t>«f«n (Stptwnbzr 1983)

There would be no r«v«nut impact ef t)u propojesj iuepan*ion of duty 

compared to the situatlor. prevafJIn^ when Kethon product* w«re 

manufactured excluiively Jn the C.nit«<S S;?.t*s U8?4 t ft rough 

1913).

Kathon product* and the eetlva in?re<!i«nt* j« Kathon pro<Juett were 

manufactured and told in th« U»i«*«j st»t*g ffWj ij?< throat. A«?u*« 

1«»3 without payment of duty. Sathon wii fj r»t Isspoffsd laio »,»>  

United State* In September 111).
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EXHIBIT A

ROHM AND HAAS COMPANY

PRINCIPAL UNITED STATES PATENTS
COVERING 5-CHLORO-2-METHYL-4-ISOTHIAZOLIN-3-ONE

AND ITS SELECTED END USES

Patent Expiration
Kumber r Date _ ___________Subject____________

3,761.488 9/25/90 3-1soth1»zolone compounds4,105.431 8/08/95 B1oc1da1 compositions and uses4,234,403 1/06/98 Coatings containing 3-1soth1<zolones4,279,762 7/21/98 Cutting oils containing 3-1sothlazolones4,252,694 2/24/98 Cleaning compositions containing 3-1sothlazolones4,265,899 5/05/98 Cosmetic formulation containing	3-1soth1azo1ones as blocldes
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Washington Letter

TNAT MUMPOO MCAU,
Store brand* tor men widely known chain* a* Adam* 
Drug, Drug OoWd. FHan*'*. Karr Olacount Drug 
Store*, J.C. Penney. Shopper « Drug Mart. S*away 
Food*. Unl«*r*al Cooper etlvee. and th* flood CMto 
OMaMn ol Federated More* (ptut more man a down 
more) are Included In what tome FOAert are caNng 
Ih* large*) auch recal hi recent hMory. Manufecturer 
ol •* theee atom brand* I* ^anrten Froduct* Co.. 
Verona. •*. and It attogaftar knOvaa aom* OO.OOO

•<i an unu a) or *to It d Hrta hi Apr*.
n toacrlbad th* ahampoe* a* •penlimlnatad by 

-«,la that could Meet MraJched or cut akin or 
• Kretb.N] eye*. Underlying cau*e, awgga*t* Th* 

Hoat Shaw (Ma* 9). we* concern about th* potenttd 
danger* ol Urmakletiyd*. whteh ha* coma under *t- 
tack by coneunntlati In the pa*t year. Fenneic had 
been u*mg formaldehyde In *H tha brand* but 
twHchtd to Kathon. reportedly to anticipation ol an 
expected FOA ban (which dM not materlatoe) or to 
avoid pubKcKy. Inaiiia. Pennax generated advar*e 
pubactty ki Mwapapar* an over tha country, had to 
MMttute a ceatty recal. and decided to replace K* 
water de-lonlter and reformulate It* product* to 
counter bacteria! contamination ol Mure production

FOA CjmmteHener Arthur Hut May** cam* wMHn a 
wMakar In Apr! ol batng aaked to radgn bacaua* ol 
eight a»gu trr*gutorMai InvoMng travel *»p*
and apeaklng honorarium*. WaaMng ton

. ki tact on* toumaatt extreeeed -eurpriee-

cam* tor Or. Haye* whan U.S. Attorney Frederick 
Moo Wd the HKS Secretary «iat he dactded to -de- 
cane pfoeeeminn* ol Or. Haya* deapN* mdtoaitoiia 
mat me Commtoiionar'* actepunc* of henoran*. 
•may arguably be judge* 10 ba untowM . . . there M 
no evidence to auggeat mat th* two honor* 1* war* 
pax* to Wluence any oMctel action by Or. Have*.' 
During th* Carter AdmintMraiion. FOA had a 
pa»ieia»ingly worded poicy to prevent »* admtnia-

hO*X*4Wl*l Of tTtWOl M*
Mr. Mott dtacrtftid Dr. H*yw' 

tor Mt oonAiPt M "trouMMOivw And not Iroo trofi

doubt, but I am not convinced mat ha knowingly and 
wIMuty vtototod th* law.' 

Mr. Mott »ald th* two honoraria. MM lor two
fp09Cr)M«%t ftPtlMdOlpMt NtOdlCtf fllOBtMlQ* £900 iQf
a cuminancamanl eddreet at Farm State UnMnity. 
war* "mod**!" and that Haya* already ratumad on* 
oltham.

A two-month reprieve ha* been given D*C Bed N*.
• n and JT by Iha Food * Drug Admtm*tration. provtd- 

Ing more Um* (untl June 30} tor th* agancy to nau* 
K* Una) *alaty dadnon on ttw color*. On* tactor that 
w« b* takan mto account I* th* Cotmttic. ToHatry t 
Fragranc* AMotiatton't akin pantttauon ctudw*. 
Anotnar I* th* agancy'* bane approach to color* that 
may previda carcinogenic evidence in twt animal*, 
art how that-carrietoverMo it* potential In human* 
who may ba expoted to con*id*r*bly »maH*r
•mount*.

Intergovernmental ftetotion* Subcommittee hear- 
mgt on Zeawx (»m*p»«c *odtum) »ggga*t that tha 
analgetic may not r*turn to th* markat tor tavaral 
monthc.» at a*. McfM Oraaion oU4J Maty w* hav* 
to re-tobet and probably warn agamtt UM ol th* 
product in any long-term way m anything but a Nmttad 
patlant population, auggatt* testimony batora in* 
W*i»* Subcommittaa Th* ch*irm*n. • New York 
Oamocrat. cnticaad m* FOA lor not taking aarkar ac- 
tton after tote 1Mt/aarly 1962 raporu ol anaphyuc- 
Uc raaction* to th* drug

Th* Connate. ToUatry « Fragranc* Auoelatten 
and Individual eompanlai hav* raipondad M thM 
FOA r*gulatton calmg lor a kwfeMa MK warnkif. 
Tha trada aaieclation. m particular, pomtt out th«t 
martt«**riha»*b*anmalung wgnMicant cnang**'n 
tormulaMn to reduce th* uaa ol aKyiaryMul«onai*(, 

,*fngl*d out by th* agancy at cautmg urinary Uac* «• 
•actions In tomato chMran Othtr mark*i*r pMn^mt 
mention "economic hardthip" on m»rk«i»n *no 
what th* mandatory wariung might oo to the mwkei

04CI'Jurw 19M
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Washington Letter •V JONK W1 MOV

A COmHCCTKMfc m June; thla column garbled 
tha datalls ol ;ha corractlva action ;akan by 
Pannax at to tha reformulation dona altar HH 
moval ol tormaldahyda from lt» ahampoo prod^ 
ucts. The column could have bean Interpreted" 
that Kathon C3 waa tha praaarvatlva uaad m tha 
recalled producta. TMa waa not tha ceee, alnoa 
that praaarvatlva wasn't uaad hi any ol tha re- 
cafed producta. Pannax dM drop formaJdahyda 
tor an altarnativa praaarvatlva which provad In- 
anacttva and thla raaultad In tha aubaaquant re- 
cal bacauaa of bactarW contamination. What 
finally helped reaclva the problem and per- 
mmed rebrtroftuctlon of thaae prodi(cta waa a 
aecond relormulatlon using Kathon CO, the 
nohm a\ KMS preaarvatlva that has achlavad 
wldsapraad success alnca Ha Introduction a few 
years ago.



478

The Consumer Federation 
of America )
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•
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SHAMFOOS / 331

SHAMPOOS (S« alto Shampoot, Baby; Shampooi, Dandruff)
KAZAN*

Shampoos contain Ingredients that can produce eye and skin Ir 
ritation; can be poisonous to children who are attracted by the fra 
grant, colorful contents of the shampoo bottles; or can increase the 
risk of cancer.

Eye and skin irritation are the mcjt common side effects of 
shampoo products. But while net-ly all shaiipoo products can irri 
tate if they get into the eyet, certain ingredients are more likely to 
cause irritation or serious damage than others. Abnormally irritating 
shan.poos can cause painful eye inflammation, conjunctivitis, and 
sometime* chemical burns, clouding of the c-.-nea, and temporary 
impairment of vision. Lauryl or laureth sulfatei are the mort irritat 
ing ingredients to the eye, whereas nonionic and amphoteric deter 
gents are much lev irritating.

Formaldehyde, a preservative found la «ome shampoos, can be 0 ,4,4. 
irritating to both the eye* and the iHn/Ouaternlum-lS.Vhich re- 
lease* formaldehyde, is another preservative that may cause an al 
lergic skin reaction. Natural conditioning agents such as balsam, 
vitamin E, coconut oil, and cocoa butter can also produce skin irrita 
tion.

Boric acid is occasionally added to shampoo products as a pH 
balance, but it is absorbed rapidly through damaged sldn and can be 
hazardous. Swallowing or absorbing boric acid through damaged 
sldn caii cause nausea, vomiting, circulatory system collapse, liver 
damage, convulsions, and coma. Although there are no reported 
incidents of boric acid poisoning from shampoo products, caution 
should be used.

Another source of concern with shampoo products is the pret 
ence of nitrosamines that have been proven to be very carcinogenic in 
animals. Nitrosamines are formed when an amine, such as triethan- 
olamine (TEA) or diethanolamine (DBA) reacts chemically with a 
nitrosatjng agent, such as sodium nitrite Qt3-bromo-2-nltroDmnfcO 

<^T3-diol (BMPDP Although nitrosamines are not put into shampoos, 
"they can form when the TEA or DEA, which are found in hundreds of 
shampoo formulations, come in contact with a nitrosating agent. This 
often occurs on a random basis—.one bottle of a shampoo may be con 
taminated with nitrosamines, whereas another bottle of the same 
brand may not. Nttrosamines are absorbed through the skin, and may 
expose a user to far higher levels of the cancer-causing agent than eat 
ing nitrite-cured bacon. BNPO is a nitrosating agent that is still found 
in some cosmetic products. Avoid all cosmetic products containing 
this chemical. In shampoos containing TEA or DEA as well as BNPD, 
cancer-causing nitrosamines can be formed. In addition, BNPD can 
combine with the amines in the skin or in the body to form nitros* 
amines.
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333 / SHAMrOOS, DANDRUFF

rracAunoNs
There are many different shampoo formulation! on the market. 

If formaldehyde irritates your skin, select a shampoo that does not 
contain this ingredient. If irritation is a problem for you, it may be 
best to avoid the natural conditioning agents as v Ml and also products 
containing quatemium-15. Because of their po. ntial for hazard, it 
may also be wise to avoid shampoos containing boric acid and DEA 
and TEA. Never use products containing BNPD.

All oosinetic products and medications should be kept out of the 
reach of small children. Some shampoo detergents—such as the lauryl 
and laureth sulfates, potassium cocohydrolyzed animal protein, sar- 
cosines and sarcosinates, the sulfofuccinates, and sodium methyl 
oleoyl sulfate and sodium lauryl isoethionate—can be toxic if 
swallowed. Quaternary ammonium compounds in shampoos are in 
ternal poisons as well.

SHAMFOOS, BABY (See alto Shompooi)

KAZAN*
Certain chemical ingredients in no-sting shampoos can anes 

thetize the eyeball. While this is not a dangerous occurrence, it can 
cause people to overlook other serious irritations or injuries to the 
eye, since these products can numb the eyes for up to seven hours.

Some baby shampoos also contain formaldehyde, which is a 
strong skin sensitizer.

SHAMPOOS, DANDRUFF (See alto Shampoos)

KAZAN*
Antidandruff shampoos usually contain toxic ingrr "~nts and 

should be handled with care and kept out of the reach of children. 
The antidandruff chemical ingredient selenium sulflde is -highly 
toxic, acting very much like arsenic. It can cause liver, kidney, heart, 
spleen, stomach, bowel, or lung damage and may be fatal even in 
small swallowed amounts. Zinc pyritione and salicylic acid are less 
toxic. Colloidal sulfur is probably the safest ingredient, though it is 
still moderately toxic if swallowed.

Perhaps the most dangerous ingredient in antidandruff sham 
poos is resorcinol. Although it is not as toxic as selenium sulflde, if 
swallowed, it is absorbed through the skin very quickly while selen 
ium sulflde is not absorbed in any significant amount.



H.R. 5339
To provide for the temporary suspension of the duty on mixtures of potassium l-(p- 

chlorophenyl)-l,4-dihydro-6'-methyl-4-oxopyridazine-3-carboxylate ("Fenridazon-potas- 
sium ) and formulation adjuvants.

STATEMENT OF ROHM & HAAS SEEDS, INC.
SUMMARY

Rohm and Haas Seeds, Inc. (the Company) is an affiliate of Rohm and Haas Com 
pany, a multinational manufacturer of chemicals and plastics with principal offices 
in Philadelphia, Pennsylvania.

The Company imports fenridazon-potassium for exclusive use in the production of 
hybrid wheat seed, which is then sold in the United States and in other countries.

There are no commercial manufacturers of fenridazon-potassium in the Uni'ed 
States and, to our knowledge, no other commercial applications for fenridazon-pclas- 
sium in the United States or elsewhere.

Prior to importation beginning in April 1984, fenridazon-potassium was manufac 
tured in the Life Sciences Pilot Plant at Rohm and Haas Company's Bristol, Perm 

, sylvania plant. At maximum output, a total of three hourly employees were m 
• volved. All three employees are now working on other projects in the Pilot Plan.. 
Thus, no jobs were lost when production was transferred overseas.

The revenue that would be foregone by enactment of H.R. 5339 is estimated to 
total approximately $500M for the three year period 1984-1986.

RECOMMENDATION

We support H.R. 5339 to suspend the import duty on fenridazon-potassium since 
this product is not manufactured in the United States and its use in the production 
of hybrid wheat seed will be of substantial benefit to the United States. More rapid 
development of new hybrids will lead to increased crop yields and lower costs which 
will help hold the line against rising food costs in the U.S. and help-U.S. farmers 
remain competitive in world markets.

(481)
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ROHM AND HAAS OOW>ANY'S OOftWBWTS OK 

HR-5339

-A bill to provide for the temporary suspension of the 
duty on mixtures of potassium l-(p-chlorophenyl)-l,4- 
dihydro-8-methyl-4-oxopyridazine-3 carboxylate 
(fenridazon-potassium) and formulation adjuvants. 

Product Description and Intended End Use

Hybrex ™ is a trademark of Rohm and Haas Company.
Hvbrex 2LC is a plant growth regulator in the form of a water solution of 

fenridazon-potassium (active ingredient) and formulation adjuvants which inhibit the 
development of pollen on wheat, permitting production of hybrid wheat seed by selective 
cross-pollination.

Hvbrex 2tC is manufactured for Rohm and Haas Seeds Inc., an affiliate of 
Rohm and Haas Company, for exclusive use by Rohm and Haas Seeds Inc. in the 
production of hybrid wheat seed. There are no plans to make Hybrex 2LC available for 
sale to other companies in the United States or elsewhere.

Other End Uses

To our knowledge, there are no other commercial end uses for Hybrex 2LC 
or for the active ingredient, fenriddzon-potassium.

Product History

Pint use for production of hybrid wheat seed in the United States -1982
First use for production of hybrid wheat seed outside of the United 
States -1984
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Location of Production Facilities

Production of Hvbrex 2LC in semi-works facilities at Rohm and Haas 

Company's Philadelphia, PA and Bristol, PA plants is to be discontinued in 1984 because 

demand has outgrown capacity.

Beginning in 1984, Hybrex 2LC will be manufactured in multi-purpose 

production facilities available in the United Kingdom. These facilities will require only 

limited modifications to make them suitable for use in the production of Hybrex 2LC, 

thus avoiding the multi-million dollar investment required to construct a new, dedicated, 

single product plant.

Other Manufacturers

None - domestic or foreign.

Patent coverage in the United States and in major western countries extends 

into the 1990's. See U.S. Patent 4,345,934, August 24, 1982,

Haw Material Sources

The principal raw materials used in the production of Hybrex 2LC are 

specialty chemicals. When production of Hybrex 2LC is shifted from the United States 

to the United Kingdom, the same sources will be used for these raw materials.

The rest of the raw materials used in the production of Hybrex 2LC are 

commodity chemicals which are freely available in world markets. Less than 0.1% of 

U.S. capacity for each of these raw materials was required for the production of 

Hybrex 2LC in the United States in 1983.
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Heed for the Product

Hybrex 2LC is a eh«mieil hybridizing agent which inhibits the development 

of poB«n on wheat, thereby enabling fast and efficient production of hybrid wheat seed. 

The only alternative method, in common use today, is to breed-in male pollen sterility 

using the cytoplasmlc male sterfle system, a much more time consuming, more expensive 

process. The benefits of the use of Hybrex 2LC compared to the cytoplasmic male 

sterile system includes

an increase in the probability of identifying new hybrid* for 

development into seed stock

more rapid scaleup to commercial production once a new hybrid is 

identified

a reduction in the number of yean (growing seasons) reouired to 

develop new hvbrid seed stocks to the point of general commercial 

avaflabOitv

a reduction in the total cost of developing new hybrid seed varieties 

. compared to the only other method currently available.

Competitive Products (Chemical Hybridising Agents) 

None
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Present Tariff Classification

Item 408.38 TSOS-Pfci»ieides*t Other: Othert

* Hybrex 2LC is a herbicide (plant growth regulator). 
Herbicides are included in the TOGS as pesticides.

Duty Rate
04 /lb. + 9.7% ad valorem

Revenue Impact of Proposed Suspension of Duty

Duties first'payable when imports of Hybrex 2LC begin (early 1984) would be 

foregone.
There would be no revenue impact of the proposed suspension of duty 

compared to the situation prevailing when Hybrex 2LC was manufactured exclusively in 
the United States (1981 through early 1984). Hybrex 2LC has been manufactured in the 
United States since 1981 and used in the United States for the commercial production of 

hybrid wheat seed since 1982 without payment of duty.

30-600 0 - 85 - 32



ll.lt. MfiK 
To suspend for a .{-year period thy duly on amiixlartme.

AMKKICAN HKAKT ASWX:IATION,
Washington. /X.'. April 18. 

Hon. DAN ROSTKNKOWSKI, 
U.S. House of Representatives, 
Washington, DC.

DEAR CONORBSSMAN ROSTKNKOWSKI: On April 4, li)H4, Congressman Don Sund- 
quist (R-TN) introduced H.R. frMH, legislation to suspend for a three year period the 
duty on amipdarone, an antiarrythmic drug not yet marketed in the United States.

The American Heart Association and the American College of Cardiology strongly 
support this legislation and ask that you as a Member of the Subcommittee on 
Trade give it favorable consideration.

Amiodarone has been demonstrated to be a highly effective antiarrythmic drug 
which is currently on the market in several European countries. The drug has not 
been approved for marketing in the United States but a New Drug Approval appli 
cation for the drug is presently pending before the Food and Drug Administration's 
Cardio-Renal Drugs Advisory Committee. There are presently a few hundred inves 
tigators in the U.S. who have obtained IND's (investigation new drug applications) 
through the PDA and who are conducting research on the drug and using it in con 
trolled clinical settings. Until the FDA acts one way or the other in granting an 
NDA, the drug will continue to be extremely expensive. Most of the individuals who 
have IND's have to find additional sources of revenue to pay for this drug which is 
estimated to cost as much as $5,000 per year per patient.

A temporary suspension of the duty on amiodarone will allow investigators to 
continue to conduct the essential research on this drug until such time as the Food 
and Drug Administration approves (or disapproves) the drug for marketing in the 
United States.

You will find attached some scientific background literature on the drug which 
we hope you will find of some interest [retained in subcommittee files]. If we can 
answer any questions that you might have, please feel free to contact us. 

Sincerely,
JOHN F. WILLIAMS, M.D., F.A.C.C., 

President, American College of Cardiology.
ANTONIO M. GOTTO, M.D., D. PHIL., 
President, American Heart Association.
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H.R. 5389
To temporarily suspend until September 30, 1988, the duty on tetra amino hi- 

phenyl. 
No comments were received on this bill.

H.R. 5410
To extend duty-free treatment to scrolls or tablets imported for use in religious ob 

servances. 
No comments were received on this bill.

H.R. 5422 
Relating to the tariff classifications of certain silicone resins and materials.

STATEMENT OF JOHN HAWKE, Dow CORNING CORP., MIDLAND, MI
Over the last few years, U.S. producers of silicones have been subject to increas 

ing competition from foreign producers in the U.S. market. Very recently these for 
eign producers have been making impressive gains in market share and the rate at 
which those gains are being made is accelerating.

The foreign producers owe their good fortune, in part, to the fact that the Tariff 
Schedules of the United States (TSUS) make it possible for silicones from abroad to 
be treated in a more generous fashion than U.S. produced silicones are treated 
when they arrive at the shores of our principal trading partners. The TSUS treat 
ment of silicone products is currently confusing with various forms of silicone fall 
ing under different classifications with different tariff rates. The majority of our 
trading partners use tariff systems that have one classification for all forms of sili 
cone and a single high tariff rate.

Initially, attempts were made with the U.S. Customs Service to rationalize the 
classification of silicones. These attempts were unsuccessful as the Customs Service 
has no authority to revise classifications. But rationalization is definitely needed. 
International Tradp Commission (ITC) data shows that a large portion of the sili 
cones currently being imported is misclassified. For example, 95% of the silicones 
classified as organosilicon compounds and therefore brought in at a duty rate of 
4.2% should more properly have been classified as silicones and brought in at a 
duty rate of 8.6% plus 1.1$ per pound. Both the Customs Service and the ITC have 
suggested that the legislative route should be used to eliminate the ambiguity in the 
current treatment of silicones.

H.R. 5422 incorporates the following changes:
(1) The modification of Schedule 4, Part 4 of the TSUS to create an item that spe 

cifically identifies silicone resins and materials.
(2) A headnote change for this Schedule to assure inclusion (by elimination of a 

requirement that materials are "solid in the finished article") of all forms of silicone 
products in this new comprehensive category.

(3) A modification to the synthetic rubber classification to eliminate the silicone 
reference under 446.15 with 1.1% ad valorem and inserting a silicone reference 
under 446.16 with 1.1$ per pound plus 8.6% ad valorem. . -

These changes will-allow clear identification and one tariff schedule for all forms 
* of silicone within the classifications. Much of the disadvantage to U.S. silicone pro 
ducers will be eliminated. The inequity of a foreign producer bringing a silicone 
elastomer, for example, into the U.S. at a 1.1% rate by calling it snythetic rubber 
while a U.S. producer would be paying 10% to take the same product into a foreign 
country will be removed. The changes will also facilitate U.S. Customs Service clas- 
sif cation of silicone products and allow the generation of import statistics that will 
be more consistent with U.S. export statistics and trade statistics of other countries.

The continuing viability of the U.S. silicone industry is of critical importance not 
only because of the jobs it generates, but also because the silicone industry is the 
supplier of many high technology products having important military and aerospace 
applications. The U.S. silicone industry needs to be assured of equal and fair treat-
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ment in the worldwide silicone markets. These changes will bring the U.S. in line 
with other trading countries and remove a major disadvantage to U.S. industry.
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FREEMAN, WASSERMAN & SCHNEIDER
ATTORNEYS AND COUNSELLORS AT LAW

OO JOHN STREET

NEW YORK, NEW tORK IOO36 cu»o»e*n ar'iec 

12121 OIB-I77O io4o«»uiiu.«.«ii»iuic
tt m~mm 

. OHACHMAN ,.... ...
DAVID M I

et»HA«0 J *>.. ,.«,«0« 0...10 ..0.

JAMCft M. OHACHMAN . ...CAftlC r^«jcJUttlS Nt«W »O*» mCK !•«•» •!«!»

May 9, 198U

John J. Salmon
Chief Counsel
Committee on Ways and Means
United States House of Representatives
Room 1102
Longworth House Office Building
Washington, D.C. 20515

HR 5122
Tariff Classification of 

Silicone Resins and Materials

Dear Mr. Salmon:

This letter is submitted on behalf of our client, 

General Electric Company, Silicone Products Division, Waterford, 

New York 12188, a major United States producer of silicone resins 

and products. General Electric supports HR 5422, legislation 

that would unify the rate of duty applicable to silicone pro 

ducts.

Silicone polymers are provided for in the Tariff Sche 

dules under item 115.56, TSUS, as "Synthetic plastics materials 

*** Other" and are assessed with duty at the rate of 1.1«! per 

pound plus 8.6% ad valorem. Further, silicone polymers are 

specifically defined in Headnot* 2 of Subpart A of Part 1, Sche 

dule 1 of the Tariff Schedules as a synthetic plastics material.
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General Electric believes that all silicones polymers 

are properly provided for under Tariff Schedules item 11(5.56. 

However, it is General Electriv-'s understanding that the Customs 

Service considers certain silicons polymers which are elaslorneric 

to be properly provided for under item U16.15, TSUS, 

"synthetic r> t.ber" if the "stretch and return" test set forth in 

Headnote 2(a)(ii) of Subpart B of Part i, Schedule 1 of the 

Tariff Schedules is satisfied. Silicone polymers classified 

under item M6.15, TSUS, are assessed with duty at the rate of 

1.1X ad valorem.

General Electric believes that the Customs Service's 

classification of slllcone elastomers is contrary to the legisla 

tive history of item 41)6.15, TSUS, and applicable Customs juris 

prudence. General Electric's views are set forth in detail in 

memoranda submitted to the International Trade Commission (the 

"Commission") and the Office of the United States Trade Repre 

sentative in connection with the conversion of the Tariff Sche 

dules of the United States Annotated to the Nomenclature Struc 

ture of the Harmonized System.* (Copies of these submissions are 

attached for your convenience.)

Due to concern about the Customs treatment and the 

inability of the domestic industry to obtain an accurate picture

» Under the Brussels Tariff Nomenclature ("BTN"), all silicones 
are provided for under a single item, Heading 39.01(c)VI.
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«r aillOone eiastoraeric polymer imports, a major United States 

producer requested, in 1980, that the Commission insert into the 

Tariff Schedules a specific provision for elastomeric silicone 

polymers, at the rate of duty applicable to silicone plastics 

materials. However, as li-aited by its legal authority, the 

Commission could only promulgate statistical provisions subordin 

ate to the legal (duty rate) provisions. The statistical provi 

sions promulgated were items 446.1533 and 446.1580, TSUSA, and 

the rate of duty applicable is that applied to synthetic 

rubber.*

The concern of the domestic silicone industry about 

increased imports was not illusionary. The following table re 

flects the significant increase in importations of the silicones, 

especially silicone "synthetic rubber".

Silicone Synthetic Silicons 
Plastics Materials

1181 
1982 
1983

Quantity (Ibs)

3"*9,000 
702,000 

1,607,000

Value

$1,028,593 
$1,149,527 
$3,083,240

Quantity (Ibs.)

1,733,000 
2,959,000 
6,035,000

Value

$3-,4l4i56l 
$3,969,590 
$7,076,460

From 1981 to 1983, silicones classified under Tariff 

Schedule item 446.15 increased ^almost 250% in term of quantity 

and over 1001 in terms of value. Of most importance is the fact

  For statistical purposes, silicone plastics materials are 
provided for under item 445.5660.
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that over seventy-five percent of all silicones imported into the 

United States were assessed with the low rate of duty of 1. 1J ad 

valorem. United States producers are placed at a significant 

trade disadvantage relative to their international competitors, 

especially companies located in the European community. All 

silicone polymers imported into the European Community are 

assessed with a rate of duty of 11. 9% ad valorem.

General Electric supports HR 5422. This legislation- 

will unify the rate of duty applicable to silicones. Further, 

the United States tariff treatment of silicones would parallel 

the uniform treatment of such material by its European trading 

partners without disturbing a long standing Customs Service clas 

sification practice.

Respectfully submitted,

FREEMAN, WASSERMAN & SCHNEIDER 
90 John Street 
New York, New York 10038 
Counsel for GENERAL ELECTRIC

Of Counsel:
Louis Schneider 
Philip Yale Simons
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—————————————————oEfGn£ iHE
OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE 

TRADE POLICY STAFF COMMITTEE

In The Matter Of The:

CONVERSION OF THE TARIFF SCHEDULES OF THE
UNITED STATES ANNOTATED INTO THE NOMENCLATURE STRUCTURE

OF THE HARMONIZED SYSTEM

CHAPTER 39 

PLASTICS AND ARTICLES THEREOF

Silicones - Headings 
3910.00.10, 3910.00.20 and 3910.00.50

Of Counsel:

Louis Schneider 
Philip Yale Simons

FREEMAN, WASSERMAN & SCHNEIDER 
90 John Street 
Hew York, New York 10038 
(212) 619-1770

November 29, 1983



494

-T-ABL5 -£F—€fll?-T£?.'T°

PAGES
I. INTRODUCTION AND BACKGROUND.........................72——

II. DESCRIPTION OF SILICONES.............................1

III. TARIFF CLASSIFICATION UNDER THE COMMON
CUSTOMS TARIFF.......................................7

IV. TARIFF CLASSIFICATION OF SILICONES UNDER
THE TARIFF SCHEDULES OF THE UNITED STATES........... .9

V. TARIFF CLASSIFICATION UNDER THE CONVERSION OF
THE TARIFF SCHEDULES INTO THE HARMONIZED SYSTEM..... 11

VI. DISCUSSION.......................................... 13

A. The Trading Partners of the United States
Do Not Subdivide Silicones into Types. ....... 13

B. Silicones are not within the class of mate 
rials described as "Synthetic Rubber" in 
the legislative history of the Tariff Sche 
dules.7. ................................ .... m

C. Silieones are more specifically provided 
Tor as "synthetic plastics materials" than 
as "rubber" .................................19

D. Even if the competing provisions are deemed 
equally applicable, Silicones must^ still be 
classified as "synthetic plastics mate 
rials" ...................................... 22

E. Proposals.................................... 23

VII. CONCLUSION..........................................25



495

BEFORE THE TRADE POLICY STAFF COMMTTTPR ng

OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE

I. 
INTRODUCTION AND BACKGROUND

On June 30, 1983, the United States International Trade 

Commission (the "Commission") released its report on the Conver 

sion of the Tariff Schedules of the United States Annotated to 

the Nomenclature Structure of the Harmonized System (the "Harmo 

nized System") 1 . On August 1, 1983, the Trade Policy Staff Com 

mittee (the "TPSC") of the Office of the United States Trade 

Representative requested specific comments on the "new converted 

Tariff Schedules". 2

This memorandum is submitted on behalf of General Elec 

tric Company, Silicone Products Division, Waterford, New York 

12188, a major United States producer of silicone products. Its 

purpose is to suggest simplification of the classification format 

for silicones in Chapter 39 of the Harmonized System and harmoni 

zation with the treatment such products obtain under the European 

Economic Community format of the Harmonized System. Specifi 

cally, we urge the TPSC to provide for a single provision for

1 USITC Publication 1400 (June 1983).

2 48 Fed. Reg. 3t822 (August 1, 1983).
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silicones in primary form rather than affirming the 

scheme c ' classification in which silicones in primary form are 

provided for under three individual headings. There is no basis 

for creating three provisions with greatly different rates of 

duty. A single provision for "silicones in primary forms", with 

the rate of duty now applicable to silicone resins, would pre 

serve the current tariff rate schedule, would be in accord with 

our trading partners classification scheme, and allow domestic 

producers of these chemicals to compete on equal terms in the 

international marketplace.

The Commission prepared a new tariff classification 

system to replace the Tariff Schedules of the United States pur 

suant to the President's request that the Commission propose 

domestic legislation in connection with an effort by the Brus 

sels-based Customs Cooperation Council to devise an international 

"Harmonized System" of nomenclature for articles of commerce. 

The Commission's report was sent to the President on June 30, 

1983, for subsequent enactment by Congress.

The ultimate goal of the international effort is to 

create a single worldwide system of merchandise classification 

for purposes of customs tariffs, government trade and transport 

regulations, and statistical reporting. There is an inter 

national target date of January 1, 1985, for worldwide acceptance 

of the new "Harmonized System" by means of international agree 

ment.

-2-
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It is expected that the provisions of the new United 

States "Tariff Schedules" will be identical to the provisjons of 

the new international "Harmonized System" insofar as it is sub- 

di".<ded to the six-digit (or "subheading") level. All additional 

tariff distinctions are discretionary at the eight-digit level. 

The Commission was authorized to draft eight-digit "items" (as 

subindentations of each six digit subheading) if such subdivi 

sions are necessary,to accomplish its purposes. In the present 

instance, the Commission adopted three "items" which are not 

necessary. A single "item" clearly suffices to categorize all 

"silicones in primary forms". We suggest that the unnecessary 

subdivision of heading 3910.00 be eliminated. All silicones are 

"resins'1 as defined in the Tariff Schedules and should be clas 

sified as such. There is no need to provide separately for elas- 

tomeric, dimethylsiloxane fluids and other silicones.

The Presidential guidelines under which the Commission 

conducted Its investigation direct that:

In converting the tariff schedules 
the Commission should avoid, to the ex 
tent practicable and consonant with sound 
nomenclature principles, changes in rao:-s 
of duty on individual products. However, 
the U.S. tariff structure should be s.r;- 
plified to the extent possible without 
rate changes significant Xor U.S. indus 
try, workers, or trade. Within these 
guidelines, the Commission should suggest 
modifications to the rate structure 
which, in the Commission's judgment,

-3-
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would alleviate administrative burdens on 
the Customs Service.3________ ______

Our request is in complete accord with the guidelines 

of the President in that it would: (i) simplify the United States 

tariff structures; (ii) avoid any significant rate change on

imported merchandise; (iii) cause no harm to United States indus-
i 

try, workers, or trade; and (iv) alleviate administrative burdens

on the Customs Service. Unless the TFSC modifies the subdivision 

of heading 3910.00, the Harmonized System as drafted would need 

lessly complicate the tariff structure, create administrative
' ' I ,

burdens, and threaten harm to United States industry, workers, 

and trade.

II. 
DESCRIPTION OF SILICONES

Silicones are a large group of substituted siloxane 11

l<6 Fed. Reg. 147897 (September 30, 1981).

Siloxanes are compounds analogous to straight chain 
hydrocarbons but consisting of a skeletal backbone of 
silicon atoms single bonded to oxygen atoms so that each 
silicon atom is combined with four atoms other than silicon 
at least two of which are oxygen atoms. The siloxane 
molecular structure is:

R R
" I I

-0-Si-0~Si-0-
I I
R R

(footnote cont'd)

-U-
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polymers possessing a repeating skeleton structure of alternating 

siliccn o-rvd—wrj-^jT ^trwire-; Various organic radicals are aTtacTTecf 

to the silicon atoms. Silicones can be structurally represented

as:

R
i

R-O-Si —
I
R

R "

i
0-Si

I
R

R
I

— 0-Si-R
1

n R
The symbol "R" represents an organic radical.

All silicones are resins as defined in the Tariff Sche 

dules and differ only in the character of the »R» groups and the 

amount of branching and length of the silicon-oxygen skeleton. 

The amount of cross-linking between the linear silicon-oxygen 

chains determines the physical properties of the silicone, i.e., 

wh-ther it will be fluid or solid. The more extensive the cross- 

linking the greater the rigidity. However, all silicones belong 

to the same chemical, family. There is no chemical or commercial 

basis for distinguishing between particular polymers in primary 

or other form.

Our client produces over 2000 product gr^es of sili 

cones. Silicones have hundreds of industrial applnations, some 

of which are:

A number of organic radicals (e.^., methyl, phenyl, vinyl) 
may be linked to the silicon atolsT vmyi;

-5-



500

As molding release agents for rubber, plastics, and 
metals (fluids and emulsions); ______ _ ________

As antifoams in industrial operations such as food

As hydraulic or heat transfer fluids;

As dielectric fluids or compounds;

As lubricating greases;

As high-i-.emperature, weather-durable, abrasion- 
resistant, or electrically insulating coatings;

As release coatings for paper;

As surfactants in generating polyurethane foams;

As molded rubber parts for high/low temperature 
resistance or special electrical properties;

As gloss-improving and friction-reducing agents in 
car and furniture polishes and many other household 
products;

As volatile, non-staining, non-allergenic carriers 
for personal care products such as antiperspirants;

As extruded electrical insulation for i-.igh tempera 
ture or safety cables;

As sealants for glazing, weatherproofing, gasketing 
and other industrial applications, and for home 
use;

As encapsulants for electronic devices or cir 
cuitry;

As adhesives; and

As elaatomeric molds for plastic molding.

Despite the multiple purposes which specially designed silicone 

resins may serve, the silicones in primary form are definitional- 

ly resins. The United States should join it* trading partners in

-6-
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treating all of these silicones as plastics in primary form.

III. 
TARIFF CLASSIFICATION UNDER THE COMMON CUSTOMS TARIFF

Under the Common Customs Tariff, silicones are specifi 

cally provided for under item 39-01 C VI of Section VII, Chapter 

39 which provides for:

SECTION VII

ARTIFICIAL RESINS AND PI.ASTIC MATERIALS, CELLULOSE ESTERS
AND ETHERS, AND ARTICLES THEREOF, RUBBER, 

SYNTHETIC RUBBER, FACTICE, AND ARTICLES THEREOF

CHAPTER 39

ARTIFICIAL RESINS AND PLASTIC MATERIALS, CELLULOSE 
ESTERS AND ETHERS: ARTICLES THEREOF

39.01 Condensation, polycondensation and 
polyaddition products, whether or nob 
modified or polymerised, and whether 
or not linear (for example, pheno- 
plasts, ' aninoplasts, alkyds, poly- 
allyl esters and other unsaturated 
polyesters, silicones):

•**
C. Other

VI Silicones

With respect to silicones, the headnotes to Chapter 39 

provide that articles classified under item 39.01 include only 

goods of a kind produced by chemical synthesis and responding to 

one of the following descriptions:

(a) Artificial plastics including artificial resins;

-7-
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(b) Silicones;
(c) Resols, liquid polyisobutylene, and similar artifi- ———————————clai polyconSensation or polymerization products.

Further, the Headnotes to Chapter 39 state that pro 
ducts classified under heading 39.01 are to apply to materials in 
the following forms only:

(a) Liquid or pastes (including emulsions, dispersions 
and solutions);

(b) Blocks, lumps, powders (including molding powers), granules, flakes and similar bulk forms;
(c) Monofil of which any cross-sectional dimension 

exceeds 1 mm; seamless tubes, rods, sticks and profile shapes, whether or not surface-worked but 
not otherwise worked;

(d) Plates, sheets, film, foil and strip (other than 
that classified in Heading No. 51.02 by the appli cation of Note 4 to Chapter 51), whether or not 
printed or otherwise surface-worked, uncut or cut 
into rectangles but not further worked (even if, 
when so cut, they become articles ready for use);

(e) Waste and scrap.

Silicones are not classifiable as synthetic rubber 
because they are not cross-linked by vulcanization with sul 
phur. Under the Common Customs Tariff synthetic rubber articles 
are not provided for in Chapter 39 by virtue of Headnote 1(c). 
Synthetic rubber is defined in Headnote 1(a) of Chapter 40 as:

(a) Unsaturated synthetic substances which can be ir 
reversibly transformed into non-thermoplastic sub 
stances by vulcanization with sulphur and which, when so vulcanized as well as may be (without the 
addition of any substances such as plasticisers, 
fillers, or reinforcing agents not necessary for

-8-
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the cross-linking), can produce substances which, 
at a temperature between .18 and 29° C, will not 
break on being extended to thraa Hm«« th«ir. ^yiJ-
nal length and will return, after being extended to 
twice their original length, within a period of 
five minutes, to a length not greater than one and 
a half times their original length.

Such substances include cis-polyiseprene (IR), 
polybutadiene (BR), polychloroTiutadiene (CR), poly- 
butadienestyrene (SBR), polychlorobutadieneacrylo- 
ritrlle (NCR), polybutadiene-acrylonttrlle (NBR) 
and butyl rubber (IIR);

(b) Thloplasts (TM); and

(c) Natural rubber modified by grafting or mixing with 
artificial plastic material, de-polymerized natural 
rubber, and mixtures of unsaturated synthetic sub 
stances with saturated synthetic- high polymers, 
provided that all the above-mentioned products 
comply with the requirements concerning vulcaniz 
ation, elongation and recovery in (a) above.

IV.
TARIFF CLASSIFICATION OF SILICONES UNDER 

. THE TARIFF SCHEDULES OF THE UNITED STATES

Silitfones are not specifically provided for by name in 

the Tariff Schedules and are classified under item W5.56., as 

"Synthetic plastics material*: Other" since they fall within the 

definition of "synthetic plastics materials" provided in headnote 

2 of Schedule H, Part MA, TSUS. The present rate if duty is 1.1 

cents per pound plus 8.9J ad valorem. This rate will be reduced 

in annual stages to 1 cent per pound plus 7.7X ad valorem in 

1987. Thermosetting synthetic silicone resina are specifically

-9-
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provided for under Statistical Annotation DU5.5660 of the Tariff 

Schedules.^

Certain silicones may be misclaasified under the "rub 

ber" provisions of Schedule 4, Part IB, TSUS. A recently adopted 

Statistical Annotation W.1533 of the Tariff Schedules mistaken 

ly provides for silicone "synthetic rubber". To be a rubber a 

substance in certain specified crude forms must be capable of 

cross-linking by vulcanization with sulfur or other means and 

thereafter meet specific extensibility tests after cross- 

linking. Many silicones may be cross-linked by chemical means 

(other than vulcanization with sulfur) and meet the "stretch and 

return" tests. Despite meeting this one test for "rubber" such 

articles are nevertheless plastics and for tariff purposes they 

must remain classifiable under item 1U5.56. It was never the 

intent of Congress that silicones be treated as "synthetic rub 

ber". The adoption of Statistical Annotation «U6.1533 in Part UB

For tariff purposes, a thermosetting resin is defined in
Headnote 2 of Subpart A Statistical Headnotes, Part t,
Schedule U, TSUS, as:

...those materials which in their final state 
as finished articles are substantially 
infusible. Thereosetting resins are often 
liquids at some stage in their manufacturing 
or processing, and are cured by heat, 
catalysis, or other chemical means. After 
being fully cured, thermosets cannot be 
resoftened by heat.

-10-
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in January 1981 was clearly erroneous, and contrary to law in 

that it contravenes the legal requirement that statisical an 

notation may not expand the scope of the legal text. See, General 

Statistical Headnote 2(c) which provides that "statistical an 

notations are suboridinate to the provisions of the legal text 

and cannot change their scope."

V.

TARIFF CLASSIFICATION UNDER THE CONVERSION OF 
THE TARIFF SCHEDULES INTO THE HARMONIZED SYSTEM

In the proposed conversion of the Tariff Schedules into 

the Harmonized System silicones in primary forms are specifically 

provided for under Heading 3910.00 of Section VII of Chapter 39 

as follows:

3910.00 Silicones in primary form.
3910.00.10 Elastomeric.....................Free

Other: 
3910.00.20 Dimethylsiloxane fluids.......3.7%
3910.00.50 Other.........................2.2*/Kg + 7.7*

Legal Note 6 defines the expression "primary forms" for 

purposes of Heading 3910.00 in almost identical language to that 

of Headnotes 3(a) and (b) of Chapter 39 of the provisions for the 

Common Customs Tariff. These forms are:

(a) Liquids and pastes, including dispersions (emul 
sions and suspensions) and solutions;

(b) Blocks of irregular shape, lumps, powders (includ 
ing molding powders), granules, flakes, and similar 
bulk forms.

-11-
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Further, additional U.S. Legal Note 1 defines the term "elasto 

mer ic" as a plastic material which after cross-linking can be 

stretched to a certain length and return to a certain percentage 

of its original length. Elastomeric plastics may contain fil 

lers, extenders-v-segments and other chemicals which may or may 

not meet the stretch and return tests.

These provisions are slightly different than those in 

the Commission's first draft conversion (USITC Publication 1213, 

January 1983), which provided for silicones as follows:

3910.00 Silicones in primary form

3910.00.10 Elastoaeric...........Free

3910.00.20 Resin.................2.2*/kg + 7.7}

3910.00.30 Other.................3.7*

The stated reasons for the changes in language between the draft 

conversion and the conversion were expressed in a letter of the 

Commission dated August 15V, 1983. (A copy of this letter is at 

tached). The revision was allegedly "to reflect established and 

ongoing Customs practice". It was the further position of the 

Commission that when and if the Customs Service corrects its 

practices regarding silicones classification, Heading 3910 will

-12-
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be "adjusted accordingly" . Clearly, the converted Tariff Sche 

dules as proposed by the Commission would be outside of the Pre 

sidential guidelines to avoid changes in rates of duty on indivi 

dual products.

Silicones cannot be classified as rubbers even if they 

can satisfy the extensibility tests set forth in Legal Note 4 of 

Chapter UO, which provides for "Rubber and Articles Thereof". In 

Legal Mote U to the Chapter, the term "synthetic rubber" is de 

fined in almost identical language to the definition of synthetic 

rubber in the Common Customs Tariff. This definition clearly 

excludes silicones because they are not vulcanir.ed with 

sulphur. However, the effect of "Additional U.S. LCRS! Note 1" 

is to provide for "Elastomeric" silicones as if they were syn 

thetic rubber substances, in derogation of law.

VI. 
DISCUSSION

A. The Trading Partners of the United States Do Not Sub 
divide Silicones into Types'

We believe that the Harmonized System should follow the

It is highly significant that the Commission takes a 
contrary position with respect to the definition of 
synthetic rubber in its gathering of trade statistics. In 
its recently released Summary of Trade and Tariff 
Information on rubber (USITC Publication 841, November 
1983), the Commission does not describe silicones as 
synthetic rubber or as synthetic elastomer. The Commission 
states that butyl rubber, ethylene-propylene rubber, nitrile 
rubber, polybuladiene rubber, polychloroprene (neoprene) 
rubber, and styrene-butadiene (SBR) rubber account for 9W 
of United States production of synthetic elastomers, and it 
makes no mention of silicones.

-13-
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language of the Common Customs Tariff for classification of sili- 

cones.

The Common Customs Tariff specifically provides for 

silicones in primary • form and does not differentiate between 

particular types of silicones despite the fact that the Explana 

tory Notes to the Brussels Tariff Nomenclature discuss various 

types of silicones in language almost identical tc that of the 

Explanatory Notes to Heading 3910.00 of the Harmonized System. 

Although both Explanatory Notes mention numerous types and forms 

of silicones, including oils, greases, resins and elastomers, 

there exists no subdivision of Common Customs Tariff item 39.10 

C. VI. With respect to the Harmonized System, other countries 

which follow the classification scheme of the Common Customs 

Tariff will not be obliged to create subdivisions for the dif 

ferent types of primary forms of silicones. It is highly unlike 

ly that any of our trading partners will separately provide for 

elastomeric, dimethylsiloxane fluids or other silicones. Sili 

cones will be correctly treated in unitary fashion as plastics 

(resins) in primary forms.

B. Silicones are not within the class of materials de- 
scribed_as "Synthetic Rubber" in the legislative history" 
of the Tariff Schedules

Silicones were developed in the United States during 

the second World War. Like synthetic rubber, silicones were not 

commercially produced when the Tariff Act of 1930 was written. 

For this reason, there was not specific provisions for either 

silicones or synthetic rubber in the 1930 Act.
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In 191*8 the former United States Tariff Commission (now 

the United States International Trade Commission) provided "Sum 

maries of Tariff Information" for the use of Congress and the 

Executive Branch in connection with proposed multinational trade 

negotiations under the General Agreements on Tariff and Trade.

At this time "synthetic rubber" and "synthetic rubber 

articles" first entered the tariff nomenclature. 7 These provi 

sions were subheadings of paragraph 1558 of the 1930 Act which 

provided for manufactured articles which were not enumerated 

elsewhere in the Act. In the Summaries of Tariff Information 

"synthetic rubber" was described in the following terms:

There are two broad types of syn 
thetic rubber, namely, (1) general-pur 
pose rubbers, usually designated GR-S; 
and (2) special-purpose rubbers, such as 
butyl (BR-1), neoprene and various buta- 
diene-acrylonitrile synthetic rubbers. 
GR-S is a term generally applied to the 
synthetic rubbers which are copolymers of 
butadiene and sytrene. Butyl (GR-1) is a 
copolymer of isobutylene and isoprene. 
Neoprene is a term applied to polymers 
and copololymers of the chemical chloro- 
prene, which is made in turn from acety 
lene, sulphuric acid, and salt.

All the specified types of synthetic rubber are co-.oounds with a 

hydrocarbon backbone. There is no indication that any substance 

of non-hydrocarbon skeletal composition could be considered to be 

"synthetic rubber".

In 195 1* the Tariff Commission was directed co:

7 T.D. 51802, 82 Treas. Dec. 305 (effective January 1, 19H8),

-15-
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(1) Establish schedules of *,ariff classifi 
cations which will be logical in arrangement 
and terminology and adapted to the changes 
which have occurred since 1930 in the char 
acter and importance of articles produced in 
and imported into the United States and in the 
markets in which they are sold. 0

On February 7, 1958, the Tariff Commission•published 

notice of hearings to be held on proposed "Schedui. U - Chemicals 

and Related Products." Subsequently, the Tariff Commission pub 

lished the monumental "Tariff Classification Study" ("TCS") of 

November 15, 1960, which is reoongized as the definitive legisla 

tive history of the Tariff Schedules of the Untied States. As 

first published in 1958V, Schedule 4 would have provided for 

benzenoid "synthetic rubbers (elastomers)" in Schedule 1, Part 1C 

(draft item U05.50).' Non-benzenoid "synthetic rubber" would 

have been classifiable in Part UB of the Schedule (draft item 

JU6.15). 10

Between the first publication in 1958 and the issuance 

of the TCS, the Tariff Commission engaged in a lively discussion

8 Customs Simplification Act • of 195H, Pub. L. 83-768 
(September 1, 195*), Section 101(a)(1).

9 TCS, Schedule 4, at 216.

10 TCS. Schedule H, at 2*7.

-16-
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with Mr. Eugene R. Pickrell. 11 Although the subject of "syn 

thetic rubber" was discussed at great length, "silicones" were 

never mentioned as "synthetic rubber". The only reference to 

silicones was as an elastomer in distinction from "synthetic 

rubber".^ The latter was defined as:

"Rubber, Synthetic, (is the) name for any of 
sfiveral artificially produced 'ubstances which 
rttseoble natural rubber in essential chemical 
avid physical properties, especially thosj 
produced by the polymerization of certain 
unsaturated hydrocarbons and cured after 
Tabric-jtion by vulcanizing."(EmphasisAd- 
Tied). ' 3

It is clear both from the examples of synthetic rubber cited in 

the legislative history and from this definition that only poly 

mers ba;ied on a hydrocarbon skeleton were considered to be "syn 

thetic rubber" at the time of enactment of the Tariff Sche 

dules. This is particularly clear since the Tariff Commission 

dropped the term "elastomers" from the Tariff Schedules and pro 

vided simply for "synthetic rubber" in Schedule t, Part IB, 
TSUS.'14

The legislative history of the TSUS is supported in

11 TCS, Schedule H, at 401-H35.

TCS, Schedule 4, at *»20, quoting Condensed Chemical "Dictionary (5th Ed. 1956.) ——————————————

^3 id., quoting Universal Standard Encyclopedia (195*0. 

14 TCS. Schedule H, at 97.
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this respect by the authoritative,- contemporary lexicon, 

Webster's Third New International Dictionary (1961). This au 

thoritative source defines "synthetic rubber" as (p. 2321):

synthetic rubber _n_: any of various products as 
(GR-S, neoprene, butyl rubber, or nitrile 
rubber) that resemble natural rubber more or 
less closely esp. in physical properties and 
ability to be vulcanized, that are made usu. 
by polymerization of butadiene, isoprene, or 
similar unsaturated hydrocarbons or by copoly- 
merization of such hydrocarbons with styrene, 
isobutylene, acrylonitrile, or other polymeri- 
zable compounds, and that have uses similar to 
those of nature rubber but are superior for 
some applications and inferior for others and 
are often used in combination with natural 
rubber : RUBBER 2b - compare ELASTOMER

It is clear from this definition that only hydrocarbon chain 

compounds were properly considered to be "synthetic rubber". The 

same source clearly indicates that "elastomer" is a broader term 

(p. 730):

elastomer ••*: an elastic rubberlike substance 
(asasynthetic rubber or a plastic having 
some of the physical properties of natural 
rubber).

Thus elastomers could be either "synthetic rubber" or certain 

plastics. We submit that silicones are such plastics and are not 

"synthetic rubber." 1 ^

Webster's, supra, indicates that "silicone rubber" is 
"rubber madefrom silicone elastomers »•••". There is no 
cross-reference from "silicone rubber" to synthetic rubber 
(p. 2118).
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In summary, the legislative history of the Tariff Sche 

dules indicates that silicones were not considered to be clas 

sifiable in Part IB of Schedule 4. The deliberate use of the 

term "synthetic rubber" which definitionally refers to polymers 

based on a hydrocarbon chain leads to the conclusion that Con 

gress intended silicones (which are based on a silicon-oxygen 

chain) to be excluded from the tariff category of "rubber". 1 °
t

C. Silicones are more specifically provided for as "syn 
thetic plastics materials" than as "rubber".

"Siloxanes, silieones and other organo-silicon 

resins** 4" are specifically provided for under the tariff term 

"synthetic plastics materials". 17 The intent to classify "sili 

cones" as "synthetic plastics materials", rather than as "rub 

ber", could hardly'be more forcibly expressed.

Further, the United States Court of International Trade 

in V.G. Nahrgang Co. f/a/ Anthony Paglialungo v. United States, 

—CIT—, Slip. Op. 83-108 (October 26, 1983) held that the pro 

ducts specifically enumerated in Headnote 2, Part 1A of Schedule 

1 are synthetic plastics materials. This Court h°ld that Head- 

note 2 of Part MA encompasses "the entire range of oroducts which 

are to be considered as synthetic plastics materials."

The term "rubber" is defined in headnote 2 of Schedule 4, 
Part 4B. The term "synthetic rubber" is not defined and 
must be presumed to be consistent with the common meaning of 
"synthetic rubber", which excludes silicones.

17 Headnote 2, Subpart A, Part 4, of Schedule H, TSUS.
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Even assuming that silicones are covered by both the 

"plastics'1 and "rubber" definitions, no statutory priority is 

given to "rubber" substances. 18 Accordingly, assuming arguendo 

that silicones are described in both subparts of Part 4 of Sche 

dule 4, the normal rules of relative specificity must be applied 

to determine the appropriate classification^

General Interpretative Rule 10(c) of the General Head- 

notes and Rule of Interpretation of the Tariff Schedules provides 

that:

(c) an imported article which is described in 
two or more provisions of the schedules is 
classifiable in the provision which meat 
specifically describes it; but, in applying 
this rule of interpretation, the following 
considerations shall govern:

(1) a superior heading cannot be en 
larged by inferior headings indented 
under it but can be United thereby;

(ii) comparisons are to be made only 
between provisions of coordinate or equal 
status, i.e., between the primary or main 
superior headings of the schedules or 
between coordinate inferior headings 
which are subordinate to the same supe 
rior heading;

Applying subsection (i) and (ii) of this rule, the competing main 

superior headings are "synthetic plastics materials" (Part 4A) 

and "synthetic rubber" (Part 4B). Since the tariff definition of

18 Headnote 1 to Schedule 4, Part 4B gives that subpart 
priority over products described in Part 1 of Schedule 4. 
There is no similar priority granted over products such as 
silicones which are described in Part 4A of Schedule 4. 
Expressio unius est exclusio alterius.
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"synthetic plastics materials" specifically enumerates sllicones, 

it is obvious that silicones are most specifically described in 

this definition. Further, "synthetic plastics materials" are 

required to meet the following criteria:

(a) They must be formed by the condensation, poly 
merization or copolymerization of organic 
chemicals;

(b; They must contain as an essential ingredient 
an organic substance of high molecular weight;

(c) They must be capable of being molded or shaped 
by flow; and

(d) They must be capable of forming solid finished 
articles. 19

In contrast, a "synthetic rubber" is required only to 

be "synthetic" and to contain a substance in solid form capable 

of cross-linking, stretching and recovery. 20 The restriction as 

to solid form precludes the classification of silicones as "rub 

bers". If this limitation were to be disregarded, it is clear 

that the requirements for classification as "synthetic plastics

19 Note 17, supra.

20 Headnote 2(a), Subpart B, Part 4, of Schedule a.
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materials" are more difficult to satisfy than the requirements 

for "synthetic rubber."^

D. Even if the competing provisions are deemed equally 
applicable, silicones must still be classified as "syn 
thetic plastics materials'T

We have already demonstrated that:

(1) silicones will not be "synthetic rubber" for pur 
poses of the international Harmonized System;

(2) silicones are not "synthetic rubber" under the 
Tariff Schedules; and

(3) silicones are in any event most precisely described 
as "synthetic plastics materials" for tariff pur 
poses.

For all of these reasons, the proposed draft should contain no 

duty-free provision for silicones of any description.

Even assuming arguendo that the provisions for "syn 

thetic plastics materials" and for "synthetic rubber" are deemed 

equally applicable to silicones, classification of silicones as 

plastics must still prevail over classification as rubber as a 

matter of law. General Interpretative Rule 10(d) of the Tariff 

Schedules provides as follows:

21 It must be noted that since the 1980 amendment the tariff 
definition of rubber no longer requires that "rubber" per se 
be capable of either cross-linking or stretch and 
recovery. "Rubber" also includes products which cannot be 
cross-linked or stretched because of the presence of 
"fillers, extenders, pigments, or rubber-processing 
chemicals •**". The broad and undefined terms "fillers" and 
"extenders" serve to make the requirements for qualification 
as "rubber" among the least specific in the Tariff 
Schedules.

-22-
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(d) if two or more tariff descriptions are 
equally applicable to an article, such article 
shall be subject to duty under the description 
for which the original statutory rate is high 
est, and, should the highest original statu 
tory rate be applicable to two or more of such 
descriptions, the article shall be subject *,o 
duty under that one of such descriptions which 
first appears in the schedules.

The "highest original statutory rate" for the competing provi 

sions is set forth in "Column 2" under "Rates of Duty" as fol 

lows:

Item Articles [Column] ?

445.56 Synthetic plastics 
materials

Other 33.5? ad val.

i|i»6.15 Synthetic rubber 20% aj val.

That statutory rate of duty for synthetic plastics is consider 

ably greater than the rate 'of synthetic rubber. Although the 

statutory rate test is dispositive, it should also be noted that 

the plastics provision contains the description which first ap 

pears in the Tariff Schedules. There is no justification for 

classifying any silicones under the provision for "synthetic 

rubber".

E. Proposals

The TPSC should withdraw "Additional U.S. Legal Note 1" 

from Chapter 39 of the Harmonized System and eliminate all provi 

sions for "elastcmeric" polymers. It is overwhelmingly probable 

that all polymers which are properly considered to be "rubber" 

under the Tariff Schedules will continue to qualify as "synthetic

-23-
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rubber" by virtue of Legal Note 4 to Chapter 40 of the Harmonized 

System. Pursuant to Legal Note 2(g) to Chapter 39, any such 

substances are excluded from the purvisw of Chapter 39. The 

"Additional U.S. Legal Note* is almost the same as the inter 

national legal note and will lead to unnecessary confusion, 

uncertainty and administrative complication.

There is no justification for providing "elastomeric 

plastics* in Chapter 39 of the Harmonized System when virtually 

all truly "elastomeric" substances are excluded from that Chap 

ter. In any event, there should be no provisions for elastomeric 

silicones, dlmethylsiloxane fluid silicones o* other silicones. 

All silicones are resins within the tariff definition and should 

be classifiable as such under a single provision, item 

3910.00.00, and at a single rate, reflecting the rate applicable 

to plastics materials. The Commission's creation of three provi 

sions for "elastomeric", "dimethyls!loxane fluid" and "other" 

silicones should not be enacted into law. In keeping within the 

Presidential guidelines, all silicones in Chapter 39 should be 

assessed with duty at the rate of 2.2 cents per kilogram plus 

7.7% ad valorem (1987).
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VII. 
CONCLUSION

For the foregoing reasons, we urge that the 'I'SC conso 

lidate the three proposed items into a single tariff provision, 

as follows:

Item Article Rate of Duty 

3910.00.00 Silicones in 
primary forms 2.2«/kg. + 7.75

We would be pleased to discuss this proposal with any 

aembers of your staff. We would welcome the opportunity to sup 

plement this presentation in the event you should desire further 

information concerning the views we have expressed.

Respectfully submitted,

Louis Schneider

Of Counsel:
Louis Schneider 
Philip Tale Simons

Dated: November 29, 1983

Philip Yale Simons

FREEMAN, WASSERHAN & SCHNEIDER 
90 John Street 
New York, New York 10038 
(212) 619-1770

Attorneys for
GENERAL ELECTRIC COMPA.V;
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UNITED STATES INTERNATIONAL TRADE COMMISSION

\\KSHINGTON. DC 20438 *

15 AUG1S33
*!r. Louis Schr.eider
Freesan, Nasseoan & Schneider
90 John Street:
N'ew York, New York 10038

Dear Mr. Schneider:

Thank you for your submission of April 22, 1983, with regard 
to the conversion of the Tariff Schedules of the United States 
(TSU3) into the format of the Harmonized System (KS). In your 
ccxnents on behalf of General Electric Company, you suggested 
that all silicones in heading 3910 should be given the same 
tariff treatment because there should be no distinction between 
the different physical and chemical focns of silicones.

As requested by the President, we have merely drafted headira 
3910 of te TSUS/HS conversion to reflect established and ongoing 
Customs practice. At such tine that distorts changes its practices 
regarding silicones classification, the proposed heading 3910 
will be adjusted atx... Singly.

I have arranged for you to receive, under separate cover, a 
copy of the Cconission's June 30, 1983, report to the President, 
vhich includes the revised draft tariff schedule. We expect that 
the Office of / the United States Trade Representative, is'part of 
the President's review of the Commission's report, will conduct 
further proceedings on the conversion later this year. The exact 
nature, date, and location of those proceedings is beirg announced 
in the Federal Register.

Please feel free to contact me if you have any further questions. 

Sincerely,

Eugene A. Kfeengarden
Director
Office of Tariff Affairs
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BEFORE THE
UNITED STATES INTERNATIONAL TRADE COMMISSION 

INVESTIGATION NO. 332-131

1 

INTRODUCTION

This memorandum is submitted on behalf of General Electric Company, 

Silicone Products Division, Waterford, New York 12188, a major United States 

producer of silicone products. Its purpose is to suggest simplification of the 

proposed classification format for silicones in Chapter 39 of the Draft 

Conversion of the Tariff Schedules of the United States ("TSUS") into the 

Nomenclature Structure of the Harmonized System (the "Harmonized Sys 

tem"). Specifically, we urge the Commission not to "break out" individual 

types of silicones (i.e., elastomeric, resins and other forms) under heading 

3910. There is no basis for creating three provisions with greatly different 

rates of duty. A single provision for "silicones in primary forms", with the 

.rate of duty now applicable to silicone resins, would be preferable to the 

proposed draft. It would preserve the proper rate schedule and allow domestic 

producers of these chemicals to compete on equal terms in the international 

marketplace.
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I! 
BACKGROUND

The United States International Trade Commission (the "Commission") is 

presently preparing- a new tariff classification system to replace the Tariff 

Schedules of the United States. The President has requested the Commission 

to draft proposed domestic legislation in connection with an effort by the 

Brussels-based Customs Cooperation Council to devise an international 

"Harmonized System" of nomenclature for articles of commerce. The 

Commission expects to present the complete proposal to the President on June 

30, 1983, for subsequent enactment by Congress.

The Commission has published the tariff items in the draft conversion of 

the Tariff Schedules, showing proposed item numbers, tariff descriptions, and 

rates of duty (USITC Publication 1213). The Commission has invited written 

presentations in connection with the published item numbers and duty rates. 

This submission is presented in response to that invitation.

The ultimate goal of the international effort is to create a single 
worldwide system of merchandise classification for purposes of customs 

tariffs, government trade and transport regulations, and statistical reporting. 

There is an international target date of January i, 1985, for worldwide 

acceptance of the new "Harmonized System" by means of international 

agreement.

It is expected that the provisions of the new United States "Tariff 
Schedules" will be identical to the provisions of the new international "Har 

monized System" insofar as it is subdivided to the six-digit (or "subheading") 

level. All additional tariff distinctions are discretionary at the eight-digit 

level. The Commission is authorized to draft eight-digit "items" (as sub- 

indentations of each six-digit subheading) if such subdivisions are necessary to

-2-
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accomplish its purposes. In the present instance, the Commission has proposed 

to create three "items" which are not i.eces&ary. A single "item" clearly 

suffices to categorize all "silicones in primary forms." We propose to 

eliminate the unnecessary subdivision of heading 3910. All silicones are 

"resins" and should be classified as such. There is no need to provide 

separately for "elastomeric" and "other" silicones.

The Commission has published the Presidential Guidelines under which 

the present investigation is being conducted (46 F.R. 47897). The President has 

directed that:

In converting the tariff schedules the 
Commission should avoid, to the extent 
practicable and consonant with sound nomen 
clature principles, changes in rates of duty 
on individual products. However, the U.S. 
tariff structure should be simplified to the 
extent possible without rate changes significant 
for U.S. industry, workers, or trade. Within 
these guidelines, the Commission should suggest 
modifications to the rate structure which, in 
the Commission's judgment, would alleviate 
administrative burdens on the Customs Service.

Our proposal is in complete accord with the guidelines of the President in that 

it would: (i) simplify the United States tariff structures; (2) avoid any 

significant rate change on imported merchandise; (3) cause no harm to United 

. States industry, workers, or trsde; and (4) alleviate administrative burdens on the 

Customs Service. Unless the Commission modifies the first draft of heading 

3910, its enactment would needlessly complicate the tariff structure, create 

administrative burdens, and threaten harm to United States industry, workers, 

and trade.
-3-
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111
DESCRIPTION OF SILICONES

Siliconcs are a large group of substituted siloxane 1 polymers possessing a 

repeating skeleton structure of alternating silicon and oxygen atoms. Various 

organic radicals are attached to the silicon atoms. Silicones can be structurally 

represented as:

R
1

0-Si ——
1

R

R
1

•0-Si -
1

- R

R
1

— 0-Si
I

n R

The symbol "R" represents an organic radical. All silicones are resins and differ 
only in the character of the "R" groups and the amount of branching of the 

silicon-oxygen skeleton.

In essence, all silicones belong to the same chemical family. There is no 

chemical or commercial basis for distinguishing between particular polymers in 

primary form.

Our client produces over 2000 product grades of silicones. Silicones have 

hundreds of industrial applications, some of which are:

• As molding release agents for rubber, plastics, and metals (fluids and 
emulsions);

i. Siloxanes are straight chain compounds, analogous to straight chain hydro 
carbons, but consisting of a skeletal backbone of silicon atoms single 
bonded to oxygen atoms so that each silicon atom is combined with four 
oxygen atom). The siloxane molecular structure is:

0 0 
-0-Si-O- 0-Si-O-

A i
A number of organic radicals (e.g., methyl, phenyl, vinyl) may be linked 
to the side chain oxygen atoms.

-4-
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• As antifoams in industrial operations such as food processing;

• As hydraulic or heat transfer fluids;

. As dielectric fluids (transformers) or compounds;

• As lubricating greases;

• As high-temperature, weather-durable, abrasion-resistant, or electri 
cally insulating coatings;

• As release coatings for paper;

• As surfactants in generating polyurethane foams;

• As molded rubber parts for high/low temperature resistance or 
special electrical properties;

. As gloss-improving and friction-reducing agents in car and furniture 
polishes and many other household products;

• As volatile, non-staining, non-allergenic carriers for personal care 
products such as antiperspirants;

• As extruded electrical insulation for high temperature or safety 
cables;

• As sealants for glazing, weatherproof ing, gaskcting and other in 
dustrial applications, and for home use;

• As encapsulants for electronic devices or circuitry;

• As adhesives; and

• As elastomeric molds for plastic molding.

Despite the multiple purposes which specially designed silicone resins may serve, 

the silicones in primary form are all resins. The United States should join its 

-trading partners in treating all of these resins as plastics in primary form.

-5-
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IV
TARIFF CLASSIFICATION UNDER THE COMMON CUSTOMS TARIFF 

Under the Common Customs Tariff, silicones are specifically provided for 

under item 39.01 C VI of Section VII, Chapter 39 which provides for:

SECTION VII
ARTIFICIAL RESINS AND PLASTIC MATERIALS. CELLULOSE ESTERS

AND ETHERS, AND ARTICLES THEREOF: RUBBER, 
SYNTHETIC RUBBER, FACTICE, AND ARTICLES THEREOF

CHAPTER 39
ARTIFICIAL RESINS AND PLASTIC MATERIALS, CELLULOSE ESTERS AND ETHERS:

ARTICLES THEREOF

39.01 Condensation, polycondensation and polyaddition
products, whether or not modified a polymerised, 
and whether or not linear (for example, phenoplasts, 
aminoplasts, alkyds, polyallyl esters and other
unsaturated polyesters, silicones):***

C. Other ***

• VI Silicones 
With respect to silicones, the headnotes to Chapter 39 provide that articles

classified under item 39.01 include only goods of a kind produced by chemical 

synthesis and responding to one of the following descriptions:

(a) Artificial plastics including artificial resins;
(b) Silicones;
(c) Resols, liquid polyisobutylene, and similar artificial polycon 

densation or polymerisation products.

The Headnotes to Chapter 39 state that products classified under heading. 

39.01 be in any of the following forms:

(a) Liquid or pastes (including emulsions, dispersions and solutions);

(b) Blocks, lumps, powders (including moulding powders), granules, 
flakes and similar bulk forms;
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(c) Monofil of which any cross-sectional dimension exceeds i mm; 
seamless tubes, tods, sticks and profile shapes, whether or not 
surface-worked but not otherwise worked;

(d) Plates, sheets, film, foil and strip (other than that classified in 
heading No. 51.02 by the application of Note 4 to Chapter 51), 
whether or not printed or otherwise surface-worked, uncut or 
cut into rectangles but not further worked (even if, when so 
cut, they become articles ready for use);

(e) Waste and scrap.

Under the Common Customs Tariff, silicones are not classifiable as 

synthetic rubber because they are not cross-linked by vulcanization with sulphur. 

Chapter 39, Headnote i(c) excludes synthetic rubber from Chapter 39, which is 

defined in Headnote 4 (a) of Chapter 40 as:

(a) Unsaturated synthetic substances which can be irreversibly trans 
formed into non-thermoplastic substances by vulcanisation with 
sulphur and which, when so vulcanised as well as may be (without the 
addition of any substances such as plasticisers, fillers, or reinforcing 
agents not necessary for the cross-linking), can produce substances 
which, at a temperature between 18 and 29°C, will not break on 
being extended to three times their original length and will return, 
after being extended to twice their original length, within a period of 
five minutes, to a length not greater than one and a half times their 
original length.

Such substances include cis-polyisoprene (IR), polybutadiene (BR), 
polychlorobutadiene (CR), polybutadienestyrene (SBR), polychloro- 
butadieneacrylonitrile (NCR), polybutadienc-acrylonitrile (NBR) and 
butyl rubber (IIR);

*

(b) Thioplasts (TM); and

(c) Natural rubber modified by grafting or mixing with artificial plastic 
material, de-polymerised natural rubber, and mixtures of unsaturated 
synthetic substances with saturated synthetic high polymers, provided 
that all the above-mentioned products comply with the requirements 
concerning vulcanisation, elongation and recovery in (a) above.

-7-
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TARIFF CLASSIFICATION OF SILICONES 
UNDER THE TARIFF SCHEDULES

Silicones are not specifically provided for by name in the Tariff Schedules 

and may be classified under one of two provisions, Tariff Schedules item 429.95 

or 445.56, depending upon the nature of the importation.

If the silicone is imported as a specific chemical compound, it would be 

classified under Tariff Schedule item 429.95 as: "Other organic compounds **** 

Other" and assessed with duty at the rate of 3.7% ad valorem in 1987. 

Statistical Annotation 429.9530 of the Tariff Schedules specifically provides for 

organo-siiicon compounds.

If the silicone is not a single chemical compound, it will fall within the 

definition of "synthetic plastics materials" provided in headnote 2 of schedule 4, 

part 4A, and should be assessed with duty under Tariff Schedule item 445.56 as 

"Synthetic plastics materials: Other". The present rate of duty is i.i cents per 

pound plus 8.9% ad valorem. This rate will be reduced in annual stages to 1 cent 

per pound plus 7.7% ad valorem in 1987. As thermosetting synthetic plastic 

resins, silicones are specifically provided for under Statistical Annotation 

445.5660 of the Tariff Schedules.

There is a possibility of misclassification of certain silicones under the 

"rubber" provisions of schedule 4, part 48, TSUS. A recently adopted Statistical 

Annotation 446.1533 of the Tariff Schedules mistakenly provides for silicone 

synthetic rubber. To be a rubber, a substance in certain specified crude forms 

must be capable of cross-linking by vulcanization with sulfur or other means and 

thereafter meet specific extensibility tests after cross-linking. Many silicone
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resins may be cross-linked by chemical means (other than vulcanization with 
sulfur) and meet the "stretch and return" tests. Such merchandise is 

nevertheless plastics for tariff purposes and remains classifiable under item 

445.56 which more specifically describes it. It was never the intent of Congress 

to describe silicones as "synthetic rubber" and the adoption of Statistical 

Annotation 446.1533 in part 48 was clearly erroneous.

VI
TARIFF CLASSIFICATION UNDER THE

DRAFT CONVERSION OF THE TARIFF SCHEDULES
INTO THE HARMONIZED SYSTEM

Siiicones are specifically provided for under Heading 3901 of Section VII, 

Chapter 39 of the draft conversion of the Tariff Schedules into the Harmonized 

System, and under the chemical provisions of Chapter 29. In Chapter 39, 

silicones are proposed to be provided for as follows:

3910 Silicones in primary form.
• 3910.00.10 Elastomeric................Free
3910.00.20 Resin...........................2.2cf/kg + 7.7%
3910.00.30 Other..........................3.7%

Legal Note 6 defines the expression "primary forms" for purposes of Heading 

3910 in almost identical language to that of Headnotes s(a) and (b) of Chapter 

.39 of the provisions for the Common Customs Tariff. These forms are:

(a) Liquids and pastes, including dispersions (emulsions and sus 
pensions) and solutions;

(b) Blocks of irregular shape, lumps, powders (including molded 
powders), granules, flakes, and similar bulk forms.
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If a silicone compound is a single chemical substance, it would be excluded 

from Chapter 39 by virtue of Legal Note z(b) to that Chapter, and it would be 

classified within subchapter X of Chapter 29 which covers: "ORGANO- 

INORGANIC COMPOUNDS, HETEROCYCLIC COMPOUNDS, NUCLEIC ACIDS 

AND THEIR SALTS, AND SULFONAMIDES." Within this subchapter heading 

2931 provides for "Other organo-inorganic compounds." Proposed item 

1931.00.50 provides for "Organo-silicon compounds" under Statistical Suffix 

2931.00.50.10. Merchandise so classified will be assessed with duty at the rate 

of 3.796 ad valorem.

For purposes of the Harmonized System, silicones are not classified as 

rubbers even if they can satisfy the extensibility tests set forfh in Legal Note 

4(3) of Chapter 40, which provides for "Rubber and Articles Thereof". In Legal 

Note 4 to that Chapter, the term synthetic rubber is defined in almost identical 

language to the definition of synthetic rubber in the Common Customs Tariff. 

This definition clearly excludes silicones because they are not vulcanized with 

sulphur.

Silicones would also be excluded from the rubber chapter of the draft 

proposal for the same reason. However, the unfortunate effect of "Additional 

U.S. Legal Note i" is to provide for "Elastomeric" silicones as if they were 

synthetic rubber substances. Since silicones are not "synthetic rubber", under 

the Tariff Schedules, the proposed Additional U.S. Legal Note should not be 

adopted.

-10-
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VII 
DISCUSSION

A. The Trading Partners of the United States Do Not Subdivide Silicones 
into Types.

We believe that the draft conversion should follow the language of the 

Common Customs Tariff for classification of silicones.

The Common Customs Tariff specifically provides for si'icones in primary 

form and does not differentiate between particular types of silicones despite the 

fact that the Explanatory Notes to the Brussels Tariff Nomenclature discuss 

various types of silicones in language almost identical to that of the Explanatory 

Notes to Heading 3910 of the Harmonized System. Although both Explanatory 

Notes mention numerous types and forms of silicones, including oils, greases, 

resins and elastomers, there exists no subdivision of Common Customs Tariff 

item 39.10 C. VI. With respect to the Harmonized System, other countries which 

follow the classification scheme of the Common Customs Tariff will not be 

obliged to create subdivisions for the different types of primary forms of 

silicones. It is highly unlikely that any of our trading partners will separately 

provide for "elastomeric" or "other" silicones. Silicones will be correctly treated 

in unitary fashion as plastics (resins) in primary forms.

B. Import Statistics Do Not Justify a Subdivision For Thenpo 
TfleDitferentForms of Silicones 

Import statistics show that the quantity and value of silicone thermosetting 

resins provided for under Statisical Annotation 445.5660 are insignificant when 

compared to the total fj»sntity of imported thermosetting resins provided for 

under Statistical' Annotations 445.5645, 445.5650, 445.5660 and 445.5690. This 

data is shown on the following table. We also show analogous figures limited to 

imports of silicones from the European Economic Community ("EEC"), the major 

exporter of these resins to the United States (81% of total imports in 1981 and 

over 9396 in 1982). The data shows that siiicone resin imports represent an 

"insignificant amount of the total thermosetting resin importations:
-ii-
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Imports into the United States 
of Silicone Resins from all 
Sources as a Percentage of 
Total Imports of Thermo- 
setting Resins_________

Imports into the United 
States of Silicone Resins 
from the EEC as a percentage

of Total Imports of 
Thermosetting Resins_______

Quantity

1981

1982

4.4%

6.796

Value

11.5%

10.196

Quantity 

3.6% 

6.696

Value 

7.5%

9-796

Import statistics show that the quantity and value of silicones mis- 

classlfied under Statistical Annotation 446.1533 are de minimis when com 

pared to the total quantity of synthetic "rubbers" classified under Tariff 

Schedule item 446.15. This data is shown in the following table. We also show 

comparative figures for EEC merchandise. This source accounts for over 9696 

of total imports in 1981 and over 81% in 1982, based on quantity and 98.896 of 

the total imports in 1981 and over 91% in 1982. based on value. Imports of so- 

called silicone "rubbers" represent a de minimis amount when compared to total 

importations of synthetic rubber:

Imports into the United States 
of Silicone "Rubber" from all 
Sources as a Percentage of 
Total Imports of Synthetic 

Rubber

Imports into the United 
States of Silicone "Rubber" 
from the EEC as Percentage 
of Total Imports of Synthetic 

Rubber

1981
1982

Quantity

0.5%

0.9%

Value

1.7%

1.8%

Quantity Value

O.s96

0.7%

1.5%

1.7%
-12-
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The fact that imports of silicone are insignificant when compared to the 

total amount of synthetic thermosctting resins and synthetic rubbers imports is 

justification for providing for all silicones under a single tariff description.

C. Silicones are not within the class of materials described as "Svnthetic 
Rubber" in the legislative history of tne laritt Schedules

Silicones were developed in the United States during the second World War. 

Like synthetic rubber, silicones were not commercially produced when the Tariff 

Act of 1930 was written. For this reasons, there was no specific provision for 

either silicones or synthetic rubber in the 1930 Act.

In 1948 the former United States Tariff Commission (now the United States 

International Trade Commission) provided "Summaries of Tariff Information" for 

the use of Congress and the Executive Branch in connection with proposed 

multinational trade negotiations under the General Agreements on Tariff and 

Trade.

At this time "synthetic rubber" and "synthetic rubber articles" first entered

the tariff nomenclature.* These provisions were subheadings of paragraph 1558

,of the 1930 Act which provided for manufactured articles which were not

enumerated elsewhere in the Act. In the Summaries of Tariff Information

"synthetic rubber" was described in the following terms:

T.D. 51802, 82 Trea^. Dec. 305 (effective January i, 1948).

-13-
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There are two broad types of synthetic 
rubber, namely, (i) general-purpose rubbers, 
usually designated GR-S; and (2) special-purpose rubbers, 
such as butyl (BR-i), neoprene and 
various butadiene-acrylonttrile synthetic rubbers. 
GR-S is a term generally applied to the synthetic 
rubbers which are copolymers of butadiene and 
sytrene. Butyl (GR-i) is a copolymer of isobutylene 
and isoprene. Neoprene is a term applied to 
polymers, and copolyolymers of the chemical 
chloroprene, which is made in turn from acetyl 
ene, sulphuric acid, and salt.

All of the specified types of synthetic rubber are compounds with a hydrocarbon 

backbone. There is no indication that any substance of non-hydrocarbon skeletal 

composition could be considered to be "synthetic rubber". 

In 1954 the Tariff Commission was directed to:

(i) Establish schedules of tariff classifications 
which will be logical in arrangement and 
terminology and adapted to the changes which 
have occurred since 1930 in the character and 
importance of articles produced in and im 
ported into the United States and in the 
markets in which they are sold.*

On February 7, 1958, the Tariff Commission published notice of hearings 

to be held on proposed "Schedule 4 - Chemicals and Related Products."

Customs Simplification Act of 1954, Pub. L. 83-768 (September i, 1954), 
Section ioi(a) (i).

-14-
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Subsequently, the Tariff Commission published the monumental "Tariff Classi 
fication Study" ("TCS") of November 15, 1960, which is recognized as the 

definitive legislative history of the Tariff Schedules of the United States. As 

first published in 1958, schedule 4 would have provided for benzenoid "synthetic 

rubbers (elastomers)" in schedule 4, part iC (draft item 405.50).* Non-benzcnoid 

"synthetic rubber" would have been classifiable in part 48 of the schedule (draft 

item 446.15).**

Between the first publication in 1958 and the issuance of the TCS. the 

Tariff Commission engaged in a lively discussion with Mr. Eugene R. Pickreil.*** 

Although the subject of "synthetic rubber" was discussed at great length, 

"silicones" were hardly mentioned. The only reference to silicone describes it 

as an elastomer and not as a "synthetic rubber".**** In contrast, "synthetic 

rubber" was defined as:

"Rubber, Synthetic, (is the) name for any of 
several artificially produced substances which 
resemble natural rubber in essential chemical 
and physical properties, especially those 
produced by the polymerization of certain 
unsaturated hydrocarbons and cured after fabri 
cation by vulcanizing." +

k

It is clear both from the examples of synthetic rubber cited in the legislative 

history and from this definition that only polymers based on hydrocarbon 

skeletons were considered to be "synthetic rubber" at the time of enactment of
*

the Tariff Schedules.

* TCS, Schedule 4, at 216.

** TCS, Schedule 4 at 247.

*** TCS, Schedule 4 at 401-435.

**** TCS, Schedule 4 at 420, quoting Condensed Chemical Dictionary (sth. Ed. 
1956.)

+ Id., quoting Universal Standard Encyclopedia (1954).

-15-
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Pursuant to this discussion, the Tariff Commission dropped the term 

"elastomers" from the Tariff Schedules and provided simply for "synthetic 

rubber" in Schedule 4, part 48, TSUS.*** Thus the term "elastomers" (which 

could have been construed to refer to silicones) was not adopted into the 

nomenclature of the TSUS. The term which was adopted, "synthetic rubber," 

was never used in the TCS as a referent for silicones. There is every indication 

that only elastomers based on a hydrocarbon backbone would be considered to 

constitute synthetic rubbers because every example of a synthetic rubber cited 

in the TCS is based on a hydrocarbon skeletal chain.

The legislative history of the TSUS is buttressed in this respect by the 

authoritative, contemporary lexicon, Webster's Third New International 

Dictionary (1961). This authoritative source defines "synthetic rubber" as 

(p.232i):

synthetic rubber n: any of various products 
as (GR-S, neoprene, butyl rubber, or nitrile 
rubber) that resemble natural rubber more 
or less closely esp. in physical properties 
and ability to be vulcanized, that are made 
usu. by polymerization of butadiene, iso- 
prcne, or similar unsaturated hydro 
carbons or by copolymerization of such 
hydrocarbons with styrene, isobutylene, 
acrylonitrile, or other polymerizable 

k compounds, and that have uses similar 
v v to those of nature rubber but are superior 

for some applications and inferior for 
others and are often used in combination 
with natural rubber : RUBBER ab - 
compare ELASTOMER

1fs Id quoting Universal Standard Encyclopedia.

*** TCS, Schedule 4 at 97-
-16-



539

It is clear from this definition that only hydrocarbon chain compounds were 

properly considered to be "synthetic rubber". The same source clearly indicates 

that "elastomer" is a broader term (p.?3o):

elastomer ***: an elastic rubberlike 
substance (as a synthetic rubber or a 
plastic having some of the physical 
properties of natural rubber).

Thus elastomers could be either "synthetic rubber" or certain plastics. We 

submit that silicones are such plastics and are not "synthetic rubber."*

As will be shown, the tariff definition of "rubber" implicitly excludes 

silicones in its description of the forms in which crude rubber is commercially 

produced. The Tariff Commission did not describe the chemical properties of 

"rubber" but noted that any definition of synthetic rubber would "necessarily 

involve classification nuances which can be resolved only by arbitrary distinc 

tions." The Commission pointed out that the relevant definition was directed 

only to the physical properties of "rubber".**

In summary, the legislative history of the Tariff Schedules indicates that

silicones were not considered to be classifiable in part 48 of Schedule 4. The

deliberate use of the term "synthetic rubber" which definitionally refers to

hydrocarbon polymers must lead to the conclusion that Congress intended

.silicones to be excluded from the tariff category of "rubber".***

* Webster1;, supra, indicates that "silicone rubber" is "rubber made from 
silicone elastomers ***". There is no crass-reference from "silicone 
rubber" to synthetic rubber (p. 2118).

** TCS, Schedule 4 at 100.

*** The term "rubber" is defined in headnote 2 to schedule 4, part B. The 
term "synthetic rubber" is not defined and must be presumec to be 
consistent with the common meaning of "synthetic rubber", which excludes 
silicones.

-17-
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D. Silicones do not meet the "basic crude form" test of the Tariff 
Schedules definition of "rubber". " ~~

The present tariff definition of "rubber" in headnote 2 to schedule 4, part 

48 of the Tariff Schedules provides:

2. (a) For the purposes of the tariff schedule, 
the tcim "rubber" means a substance, whether natural 
or synthetic, in bale, crumb, powder, latex, or other 
crude form, that—

(i) can be vulcanized or otherwise 
cross-linked, and

(ii) after cross-linking can be stretched 
at 68°F. to at least three times its 
original length and that, after having 
been stretched to twice its original 
length and the stress removed, returns 
within 5 minutes to less than 150 per 
cent of its original length.

(b) For purposes of the Tariff Schedules other 
than schedule 4, the term "rubber" also means any 
substance described in subdivision (a) that also 
contains fillers, extenders, pigments, or rubber- 
processing chemicals, whether or not such 
substance, after the addition of such fillers, 
extenders, pigments, or chemicals, can meet the 
tests specified in clauses (i) and (ii) of subdivision (a).

This definition was enacted by Section 13 of Public Law 96-467, 94 Stat. 2225, 

effective October 17, 1980. This new definition restates the key terms of the 

original definition which have been in effect since the inception of the Tariff 

Schedules:

"rubber" means a substance, whether natural or 
synthetic, in bale, crumb, powder, latex, or other 
crude form***

-18-



541

Silicones rre not shipped in international trade in any of the forms 

described in this headnote. Further, except for "latex" (a term that can only 

apply to natural rubber), all of the forms mentioned are solids. Silicones in 

primary form are always in liquid condition. Thus, it is implicitly clear that 

Congress has never enacted or ratified a tariff definition of "rubber" which 

would include silicones.

E. Even if silicones are deemed to meet the Tariff Schedules definition 
of "rubber", they are more specifically provided tor as "syntheTic plastic materials""—————————— —————————

In contrast to the tariff definition of "rubber", the tariff definition of 

"synthetic plastics materials" in headnote 2 to schedule 4, part 4A, provides 

that:

These synthetic plastics materials 
may be in solid, semi-solid, or liquid 
condition such as flakes, powders, 
pellets, granules, solutions, emulsions 
and other basic crude forms not further 
processed. [Emphasis added].

Thus, it is clear that Congress provided for liquid polymers to be classified as 

plastics in all instances.

Further, the tariff term "synthetic plastics materials" specifically includes 

"siloxanes, silicones and other organo-silicon resins ***". The intent to classify 

"silicones" as "synthetic plastics materials", rather than as "rubber" could hardly 

be more forcibly expressed.

-19-
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Even assuming that silicones are covered by both the "plastics14 and 

"rubber" definitions, no statutory priority is given to "rubber" substances*. 

Accordingly if we assume that silicones arc described both subparts of schedule 

4, part 4, the normal rules of relative specificity must be applied to determine 

the appropriate classification.

General Interpretative Rule io(c) provides tint:
(c) an imported article which is described in two or 
more provisions of the schedules is classifiable in the pro 
vision which most specifically describes it; but, in applying 
this rule of interpretation, the following considerations shall 
govern:

(i) a superior heading cannot be enlarged by in 
ferior headings indented under it but can be limited 
thereby;
(ii) comparisons are to be made only between prov 
isions of coordinate or equal status, i.e., between the 
primary or main superior headings of the schedules or 
between coordinate inferior headings which are sub 
ordinate to the same superior heading;

Applying subsection (i) and (ii) of this rule, the competing main superior headings 

are "synthetic plastics materials" (part 4A) and "synthetic rubber" (part 46). 

Since the tariff definition of "synthetic plastics materials" specifically enumer 

ates silicones, it is obvious that silicones are most specifically described in 

this definition. Further, "synthetic plastics materials" are required to meet the 

following criteria:

(1) They must be formed by the condensation, polymerization 
or copolymerization of organic chemicals;

(2) They must contain as an essential ingredient an organic 
substance of high molecular weight;

(3) They must be capable of being molded or shaped 
by flow; and

(4) They must be capable of forming solid finished articles.

* Headnote i to schedule 4, part 48 gives that subpart priority over products 
described in part i of schedule 4. There is no similar priority granted over 
products such as silicones which are described in part 4A of schedule 4. 
Expressio unius est exclusio altcrius.

-20-
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In contrast a "synthetic rubber" is required only to be "synthetic' and to 

contain a substance in solid form capable of cross-linking, stretching and 

recovery. The restriction as to solid physical form should preclude the 

classification of silicones as "rubbers". If this limitation were to be disregarded, 

it is clear that the requirements for classification as "synthetic plastics 

materials" are more difficult to satisfy than the requirements for "synthetic 

rubber."*

F. Even if the competing provisions are deemed equally applicable, 
silicones must still be classified as "svntnetic oiastics materials".

We have already demonstrated that:

(1) silicones will not be "synthetic rubber" for purposes of the in 
ternational Harmonized System;

(2) silicones are not "synthetic rubber" under the Tariff Schedules: and

(3) silicones are in any event most precisely described 
as "synthetic plastics materials."

For all of these reasons, the proposed draft should contain no duty-free provision 

for silicones of any description.

It must be noted that since the 1980 amendment the tariff definition of 
rubber no longer requires that "rubber" per se be capable of either cross- 
linking or stretch and recovery. "Rubber" also includes products which 
cannot be cross-linked or stretched because of the presence of "fillers, 
extenders, pigments, or rubber-processing chemicals ***". The broad and 
undefined terms "fillers" and "extenders" serve to make the requirements 
for qualification as "rubber" among the least specific in the Tariff 
Schedules.

-21-
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Even assuming argucndo that the provisions for "synthetic plastics 

materials" and for "synthetic rubber" are deemed equally applicable to silicones. 

classification of silicones as plastics must still prevail over classification as 

rubber as a matter of law.

General Interpretative Rule io(d) of the Tariff Schedules provides as 

follows:

(d) if two or more tariff descriptions are equally 
applicable to an article, such article shall be subject to duty 
under the description for which the original statutory rate is 
highest, and. should the highest original statutory rate be 
applicable to two or more of such descriptions, the article shall 
be subject to duty under that one of such descriptions which first 
appears in the schedules.

The "highest original statutory rate" for the competing provisions is set forth in 

"Column 2" under "Rates of Duty" as follows"

Item Articles [Column! 2

445.56 Synthetic plastics 
materials

Other...... 33-5% ad val.

446.15 Synthetic rubber 20% ad val.

The statutory rate of duty for plastics is more than 50 percent higher than the 

rate for synthetic rubber. Although the statutory rate test is dispositive, it 

should also be noted that the plastics provision contains the description which 

first appears in the Tariff Schedules. There is no justification for classifying any 

siliconcs under the provision for "synthetic rubber".
-22-



545

G. Prooosals

The Commission should seriously consider withdrawing proposed "Additional 

U.S. Legal Note i" from Chapter 39 of the proposed Tariff Schedules and 

eliminating all provisions for "elastomcric" polymers. It is overwhelmingly 

probable that all polymers which arc properly considered to be "rubber" under 

the TSUS will continue to qualify as "synthetic rubber" by virtue of Legal Note 

4 to Chapter 40 of the draft. Pursuant to Legal Note z(g) to Chapter 39, any 

such substances are excluded from the purview of Chapter 39. The "additional 

U.S. legal note" is almost the same as the international legal note and will lead 

to unnecessary confusion, uncertainty and administrative complication.

There is no justification for providing "clastomeric plastics" in Chapter 39 

when virtually all truly "clastomeric" substances arc excluded from that 

Chapter. In any event, there should be no provision for "elastomeric" silicones. 

All silicones are resins and should be classifiable as such in a single item 

3910.00.00. The small number of silicones which may be considered to be single 

chemical compounds are specially provided for in Chapter 29. The "first draft" 

items proposed to be created for "elastomeric" and "other" silicones should be 

abolished. All silicones in Chapter 39 should be assessed with duty at the rate 

of 2.2 cents per kilogram plus 7.7% ad valorem (1987).

-23-
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VIII 

CONCLUSION

For the foregoing reasons, we urge that the Commission consolidate the 

three proposed items under heading 3910 into a single tariff provision as 

follows:

Item Article Rate of dutv 

3910.00.00 Silicones in 
primary forms.

7.7%

We would be pleased to discuss this proposal with any members of your 

staff. We would welcome the opportunity to supplement this presentation in the 

event you should desire further information concerning the views we have 

expressed.

Respectfully submitted,

Louis Sphneidcr

FREEMAN, WASSERMAN & SCHNEIDER
90 John Street
New Yock, New York 10038
(212) 619-1770

Attorneys for GENERAL ELECTRIC COMPANY

Of Counsel:
Louis Schneider 
H. Pster Larsen 
Philip Yale Simons 
Charles R. Alton

Dated: April 22, 1983
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Mobay
Mobay
Chemical Corporation

May 16. 1984

r*m umn MMr wm

U. S. House of Representatives *«*».. uvm^m
Committee on Ways and Means
ROOM 1102 longworth House Office Bldg.
Washington, DC 2051S
Attention: Chief Counsel, John J. Salmon

Subject: Miscellaneous Tariff Bill HR 5422

Dear Mr. Salmon.

Tfee following coments submitted by Mobay Chemical Corporation are in 
opposition to Miscellaneous Tariff Bill HR 5422 introduced by Congressman 
Albo^a on April 11, 1984 in the House of Representatives.

0,

We take h$ue with this bill as it essentially proposes a single duty rate 
(l.lt/lb. +>$.6X) for Si 11cone Products in all forms. This change to the 
Tariff Schedule of the United States (TSUS) would impact millions of pounds 
of Imported promts ar would benefit only the special Interest group 
behind the initiating o\ bill. Mobay Chemical Corporation 1s one of 
the largest importers or-Jqiicone Products in the United States. Passage 
of this bill would create aVr^riifleant negative Impact on our business.

Under the TSUS as it is today, reflecting historical Customs Service 
administrative practice, Silicone Products are classified under four (4) 
different tariff numbers. Each number carries a certain duty rate. 
Silicone Resins are classified under TSUS 445.5660 at l.tt/lb. + 8.6X as 
Synthetic Plastic Materials: Other; Thermosettlng Resins, Silicone Resins. 
Silicone Elastomers (Rubbers) are classified under TSUS 448.1533 and TSUS 
446.1580 at 1.1X as Synthetic Rubber, Silicone. Silicone Fluids are 
classified under TSUS 429.9530 at 4.2X as Other Organic Compounds: Organo 
Silicone Compounds. Silicone Sealants are classified under TSUS 474.6200 
also at 4.2X as Putty and Similar Caulking or Glazing Products: Other. We 
feel that the Customs Service has acted appropriately in their 
classification decisions. They recognize the obvious differences between 
the various types of Silicone Products. These separate classifications and 
duty rates should be retained without change.

WWW's Diract OW Numtwr
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HR 5422 proposed an amendment to Part 4 of Schedule 4 of the TSUS (19
U.S.C. 1202), Subpart A, Headnote 2. The amendment is basically proposed
in Lines 6 through 9 of the bill which are restated below:

\

"(ii) includes silicones in all forms (including fluids, resins, 
elastoners, sealants, adhesives, and copolymers) whether or not such 
materials are solid in the finished articles."

This amendaent would create one duty rate for all forms of Silicones and 
should be rejected. This rejection would eliminate the need for insertion 
of TSUS 445.55.as proposed in the bill. The current number TSUS 445.5690 
reads as Silicon* Resins and covers classification of the resins. It 
would also assure Silicone Products currently classified under TSUS 
429.9530 and 474.6200 would remain unchanged, classification and duty rate 
wise.

The proposal that TSUS 446.15 be eliminated and replaced by TSUS 446.16 
(Silicone) at l.K/lb. + 8.6X and TSUS 446.18 (Other) at 1.1X should also 
be rejected. TSUS 446.15 is the classification for Synthetic Rubber and 
under this classification are listed in excess of 10 different types of 
Synthetic Rubber Products, one of which is Silicone. As long as the 
Silicone Products meet the requirements to be classified a rubber as 
listed in the Headnotes under Part 4 of Schedule 4. Subpart B they should 
be afforded the same duty rate given to other Synthetic Rubber Products 
listed under TSUS 446.15 which is 1.1X in 1984 and duty free by 1987.

We would like to introduce additional information to support our 
opposition to this bill. This information we feel you will find most 
interesting and informative Is attached. It Is a submission by Mobay 
Chemical Corporation to the Office of the United States Trade 
Representative Trade Policy Staff Committee on the Conversion of the 
Tariff Schedules of the United States (USTR) annotated into the 
Nomenclature Structure of the Harmonized System. The submission deals 
with the same subject of a single classification and duty rate for 
Silicone Products only it does not involve todays Tariff Schedule. It 
involves instead the Harmonized System of classification, scheduled for 
implementation by the United States in 1987 if legislation is passed to 
allow its replacement of the TSUS.

In the event_yjoujire unfamiliar with the Harmonized System it is a 
conversion 'performed by the International Trade Commission and submitted 
to the President in report form in the sumner of 1983. We realize Bill 
HR 5422 deals with todays tariff system but feel the arguments presented 
in our brief to the USTR are appropriate and support our arguments for 
rejection of this bill. Also provided in this submission are chemical 
examples supporting the need for different classifications and duty rates 
on the various Silicone Products.
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In siMtary, we would like to state that without question thJs bill should 
be rejected. Its presence in any Ounfbus Bill would surely jeopardize 
passage of that bill because of the opposition it would face in both the 
House and Senate. Should you require specific or additional inforaution 
please feel free to contact the undersigned.

Thank you for the opportunity to submit these contents.

Oehl 
Product Manager 
SIItcones and Acids

'S. U Samiak 
iMport Supervisor

DJO: SIS: sink
cc: P. 6. Geaefnhardt

30-600 O - 85 - 36
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H. R. 5422
Relating to the tariff clauifications of eerUin lilioone resin* and materials.

IN THE HOUSE OF KEPKESENTATIVES
APBIL 11,1984

Mr. ALBOBTA introduced the following bill; which wu referred to the Committee
on Way* and Meant

A BILL
Relating to the tariff classifications of certain silicone resins and

materials.

1 Be it enacted by the Senate and House of Representa-
2 lives of the United States of America in Congress assembled,
3 That (a) part 4 of schedule 4 of the Tariff Schedules of the

4 United States (19 U.S.C. 1202) is amended—

5 (1) by amending suhpart A—

6 (A) by amending headnote 2 to read as fol-

7 lows:

8 "2. (a) The term 'synthetic plastics materials' in this

9 subpart—



551

1 "(i) embraces products formed by the condensa-
2 tion, polymerization, or copolymerization of organic
3 chemicals and to which an antioxidant, color, dispers-
4 ing agent, emulsifier, extender, filler, pesticide, plasti-
5 cizer, or stabilizer may have been added; and

- 6 "00 includes silicones in all forms (including
7 fluids, resins, elastomers, sealants, adhesives, and co-
8 polymers) whether or not such materials are solid in

. 9 the finished articles.
10 "(b) The products referred to in (&XD and (u) contain as
11 an essential ingredient an organic substance of high molecu-
12 lar weight; are capable, at some stage during processing into
18 finished articles, of being molded or shaped by flow; and,
14 except as provided in (aXu) of this headnote, are solid in the
15 finished article. The term includes, but is not limited to, such
16 products derived from esters of acrylic or methacrylic acid,
17 vinyl acetate, vinyl chloride resins, polyvinyl alcohol, acetals,
18 butyral, formal resins, polyvinyl ether and ester resins, and
19 polyvinylidene chloride resins, urea and amino resins; poly-
20 ethylene, polypropylene, and other polyalkene resins; silox-
21 anes, silicones, and other organo-silicon resins; alkyd, acrylo-
22 nitrile, alyl, and formaldehyde resins, and cellulosic plastics
23 materials. These synthetic plastics materials may be in solid,
24 semi-solid, or liquid condition such as flakes, powers, pellets,
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1 granules, solutions, emulsions, and other basic crude forms

2 not further processed."; and

3 (B) by inserting after item 445.54 the follow-

4 ing new item:

44M* HMMIwhiujMM

ml
•f 1.1% «4 
nL

5 . (2) by striking out item 446.15 and inserting in

6
•*

lieu thereof the following:

44CI6

44t.lt

IpA****:

'Mnr 1.1* a «L
^t.t,a«L

*loL

.-^ -.

7 (b) The rate of duty in column numbered 1 for item

8 446.18 (as added by subsection (aX2)) shall be subject to all

9 staged rate reductions for item 446.15 that were proclaimed

10 by the President before the date of the enactment of this Act.

11 SEC. 2. The amendments made by the first section of

12 this Act shall apply with respect to articles entered, or with-

13 drawn from warehouse for consumption, on or after the date

14 of the enactment of this Act.
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BEFORE THE
OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE 

TRADE POLICY STAFF COMMITTEE

In the Hatter of the

CONVERSION OF THE TARIFF SCHEDULES OF THE 
UNITED STATES ANNOTATED INTO THE NOMENCLATURE STRUCTURE 

OF THE HARMONIZED SYSTEM

CHAPTER 39

PLASTICS AND ARTICLES THEREOF 

Headings 3910.00.10. 3910.00.20, and 3910.00.50

SHAW and STESIKA 
350 Madisoa Avenue 
New York, N,Y. 10017 . 
(212) 682-2233

Attorneys for
MOBAY CHEMICAL CORPORATION

February 29. 1984
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BEFORE THE OFFICE OF THE UNITED STATES

TRADE REPRESENTATIVE 

TRADE POLICY STAFF COMMITTEE

We submit these remarks on behalf of Hobay Chemical 

Corporation, Pittsburgh, Pennsylvania (hereinafter Mobay), 

in response to certain presentations of General Electric 

Company, Silicone Division, and Dow Corning Corporation, 

filed in November, 1983. Those presentations urged the 

TPSC to consolidate in a single provision, and to provide 

therein for classification of all "silicones in primary 

form" (whether rubber, fluids, or resins), under Harmonized 

System Heading 3910.00.00 with duty at 2.2£/kg. plus 7.71. 

rather than.to affirm the International Trade Commission's 

proposed conversions for those products in its June 30, 1983 

report Co the President^ The 1TC conversions retained the

separate classifications and duty-rates provided la the TSUS
2 , 

for those articles, i.e., rubbers as elastomers in HS

3910.00.10, free; fluids as dioethylsiloxane fluids in 

HS 3910.00.20, at 3.7%; and resins as other than dimethyl- 

siloxsne fluids and elastomeric silicones in primary form, 

other, in HS 3910.00.50, at 2.2e7kg. plu* 7.7*.

1
References to duty-rates herein correspond to 1987 
staged rates.

2
Rubbers are presently classified under the TSUS in item 
466.15 as "synthetic rubber"; fluids in TSUS item 429.95 
as "other organic compounds"; and resins in TSUS 445.56 
as "other synthetic plastics materials."
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We strongly oppose the special interest efforts of 

General Electric Company and Dow Corning Corporation, 

represented by their November, 1983 submissions, to subtly 

legislate changes to the present TSUS classifications and 

duty-rates for silicone rubbers and fluids. Those efforts 

conflict with Presidential guidelines for this investigation 

and, as well, are inconsistent with Congressional intention 

and long standing administrative classification practice 

to provide separately for those distinct and separate 

articles of trada. The June 30, 1983 ITC report to the 

President recognized the distinctions and preserved the 

historical integrity of the TSUS as it has been administered 

by the Customs Service. That integrity ought not be perverted 

here.

Presidential Guidelines

The guidelines under which die ITC was directed to 

conduct its investigation and to issue its report are clear:

In converting the tariff schedules the 
Commission should avoid, to the extent practicable 
and consistent with sound nomenclature princip1 es, 
changes in rates of duty on individual products. 
However, the U.S. tariff structure should be 
simplified to the extent possible without rate 
changes significant for U.S. industry, workers, 
or trade.

Despite assurances from the domestic producer interests 

that adoption of their proposed single classification and 

duty-rate for all silicones would "avoid any significant 

rate change on imported merchandise," their projected
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2.2ii/kg. plus 7.77, rate would represent an indeterminate 

increase on rubbers, which would otherwise be free, and 

more than a 100Z increase on fluids, up from 3.7Z. Of 

course, the impact on Mobay would be substantial as rubbers 

comprise the largest volume of silicones imported, fluids 

are next, and resins are the least.

Futhermore, to suggest that a single clascification 

and duty-rate for all silicones "would simplify the United 

States tariff structure," as an appropriate justification 

for its adoption, is a gross oversimplification. Under 

'that same theory, why not convert all of Schedule 4 into 

a single category—"Chemicals and Related Products" at a 

single rate? That would really simplify the U.S. tariff 

structure—not to mention the administrative burdens that
/•" »

would be alleviated for the Customs Service. The .charge, -
' . • *•

therefore, that unless the TPSC modify the HS subdivisions 

into a single heading, the ITC's conversion would needlessly
W • ' m

complicate the" tariff structure, create administrative burdens, 

and threaten harm to the U.S. indiustry workers, and trade, 

is a hollow one. The ITC conversion presents no new 

complications to the tariff structure, no new administrative 

burdens. All that the ITC conversion does is assign new 

headings to current TSUS items. Classification of articles 

included in each remains the same as under the TSUS. So 

do "heir duty-rates.
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The caution in the Presidential grutdelines that 

simplification of the tariff structure should be done without 

rate changes significant for U.S. industry, workers, or 

trade is also misused by the domestic producer interests as 

support for their position. Actually, it should be read as 

a caution to the ZTC not to lower duty-rates on imports in 

the interest of simplification when such a lowering of 

rates would adversely impact U.S. industry, workers, or 

trade. If definately does not justify increasing duty-rates 

in conversion to the Harmonized System under the guise that 

•such action would not cause harm to domestic producer 

Interests. Under that logic, to. prohibit such imports 

altogether would cause even less harm to those same special 

interest proponents.

Rubbers •«

The "Common Customs Tariff" is not the law of the 

United States. Therefore, reference to it by the domestic 

producer interests to support their' position of incorrect 

classification under the TSUS is not valid. There is no 

requirement in the 1SUS that silicones, in order to be classified 

as "synthetic rubber," be "cross-linked by vulcanization with 

sulfer." In fact, TSUS Schedule 4, Part 4B, Headnote 2(a) 

specifically provides that the term "rubber" includes 

"a substance, whether natural or synthetic...that

(i) can be vulcanized or otherwise cross-linked, and
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(ii) after cross-linking can be stretched at 68*F. 
to at least three times its original length and that, 
after having been stretched to twice its original 
length and the stress removed, returns within 5 minutes 
to less than 150 percent of its original length.

Thus, silicone rubbers that may be cross-linked using 

methods other than "vulcanization with sulfer" and meet 

the extensibility test are required to be classified under 

the TSUS in item 446.15 a* synthetic rubber. That is the 

legislative prescription for classification of this 

merchandise. The Customs Service's long-standing adminis 

trative practice of classifying silicone rubbers under that 

provision reinforces its presumption of correctness.

Silicone rubber is nothing more than synthetic rubber 

that is vulcanized, cross-linked, or cured, by chemical 

means. If it, as well, meets the Schedule 4. Part 4B, 

Headnote test for extensibility, it must be classified as 

such under the Tariff Schedules. The adoption of Statistical 

Annotation 446.15(33) in 1981 did not expand, as is suggested, 

the scope of the legal test for that classification. It' 

merely broke out a statistical subclassification, for 

reporting purposes only, that recognized the Customs Service 

administrative practice to classify these articles as 

synthetic rubbers within item 446.15. If that result was not 

the result intended by Congress in providing for silicone 

rubbers, why did it not rewrite the TSUS Headnotes to
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plastics provisions. The current harmonization exercise
•*•

must not, therefore, now be used to thwart that^historical 

Congressional purpose.

What the domestic producer interests seek to do here 

is Co set up the "Common Customs Tariff," classification 

and duty-rate wise, as authority for what the U.S. tariff 

structure, in their mind, ought to be. Unfortunately for 

them, that argument is not a valid one. How other countries 

classify their imports, and the rates they assign to them, 

are all immaterial for our purposes here. The TSUS, as 

administered by the United States Customs Service, is the 

law of the land and it will remain so until it is changed 

by Congress.

Fluids

Similarly, silicone fluids have been routinely classified 

by Customs in TSUS item 429.95 as "other organic compounds" 

(legal language), statistical subclassification 30, "organo- 

silicon compounds" (not legal language). The silicone 

fluids are, without question, organic compounds. We 

agree, however, that the practice of classifying them, for 

statistical reporting purposes, as "organo-silicon compounds" 

is questionable. They would, perhaps, be more correctly 

classified under statistical subclassification 90 as organic 

chemical compounds "other" than those named. We submit.
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though, that the point is unimportant from a conversion standpoint. 

The statistical subclass ifications, and their modifying 

language, are merely for reporting purposes. The proposed 

conversion for these organic silicone fluid compounds as 

dimethylsiloxane fluids simply reflects their present 

Customs treatment as "other organic compounds" under the 

TSUS, not whether or not they are, actually, "organo-silicon 

compounds." The new provision for dimethylsiloxane fluids, 

then, corrects what may be an oversight in the statistical 

portion of the TSUS, but it in no circumstance changes the 

legal classification or reduces the duty on the imported 

product. 'The proposed 1987 staged rate of 3.7% is the same. 

In fact, some of tbe silicone fluids, new classified in 

item 429.95, which are not dimethylsiloxanes, will be 

reclassified into the basket category of HS 3910.00.50 and 

the duty thereon increased by more than 100%.

Resins

Silicone resins, now classified in TSUS 445.56 as 

"synthetic plastics materials, other," statistical sub- 

classification 90, "silicone resins," would fall into 

HS 3910.00.50, the provision for silicones in primary forms, 

other than elastomeric, and other than dimethylsiloxane 

fluids. The 1987 staged rate, 2.2^/kg. plus 7.71, carries 

forward the present rate under which these silicone resins 

are now classified.
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Physical Differences

Apart from the above specifics, the domestic producer 

interests suggest, again simplistically, that all silicones 

are similar chemically and, therefore, should be classified 

in a single tariff number at a single duty-rate (naturally, 

the highest for the group).

Here, the distinct differences in the molecular composi 

tion of the different primary forms determines which is a 

rubber, a fluid, or a resin. There are differences in the 

amount of the cross-linking. The Chemical Economics Handbook, 

put out by the Stamford Research Institute, lists uses of the 

various basic primary forms of silicones. Rubbers or 

elastomers are used in aircraft and missile, electronic, 

electrical, appliances, automotive, and government uses. 

Silicone fluids are used in waxes and polishes, urethane 

foams, greases, emulsions, and household and consumer 

applications. Silicone resins are for electrical purposes, 

paint, water-repellant and grease coating applications. A 

copy of the relevant pages from the CEH publication, 

explaining the various applications, is enclosed. What we 

suggest by this is that the commercial application for 

the various types of silicones are fairly well-defined 

and segmented as to end markets. Congress has recognized 

the differences which exist between the various types of
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stlicones, both chemically and commercially, by providing 

for their separate classification. That difference was 

refined and carried through by the ITC's proposed 

Harmonized scheme.

Conclusion

We return to the President's direction to the ITC in 

conducting its harmonization exercise. Avoid tariff rate 

changes on individual products to the extent practicable, 

and simplify the tariff where possible without rate 

changes significant for U.S. industry, workers, or trade. 

.The June 30, 1983 ITC report covering silicone products 

follows that direction precisely, contrary to the domestic 

producer interest's incredible claim that the duty on silicone 

rubbers and fluids therein is actually reduced. The staged 

rates.for all silicones in primary form remain exactly the. 

same as under the TSUS. Rubber silicones'would be free; * * 

most fluid silicones would be 3.71; silicone resins would
"^ ,

remain at 2.2£/kg. plus 7.7%. •' *

On the other hand, acceptance of the General Electric 

and Dow Chemical proposal would have thei following results 

contrary to legislative purpose as prescribed in the Tariff 

Schedules of the United States, contrary to Custom Service 

application and administration of that law, and contrary 

to the Presidential direction for harmonization:

1. Silicone elastomers or synthetic rubbers, would be
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reciassified, in effect:, as "other synthetic plastics" under 

the Harmonized System, rather than as "For purposes of the 

tariff schedules," "synthetic rubbers" under the TSUS;

2. The staged duty-rate on silicone rubbers would be 

increased from "free" to "2.2^/kg. plus 7.7%";

3. Silicone fluids would be reclassified, in effect, as 

"other synthetic plastics" under the Harmonized System, 

rather than as "other organic compounds" under the TSUS;

4. The staged duty-rate on silicone fluids would be 

increased from "3.71" to "2.24/kg. plus 7.7%."

Those results, illogically,' dramatically, and adverse 

to Congressional purpose and administrative practice, would 

increase duty-rates under the TSUS for silicone rubbers 

and fluids. In contrast, the ITC performed exactly the 

task requested of it. It harmonized the Tariff Schedules of 

the United States, classification and duty-rate wise, into 

the nomenclature structure of the Harmonized System. That . 

effort should not now be undone in the name of special 

interest legislation no matter how subtly couched. If the 

domestic producer interests are dissatisfied with the duly 

promulgated classifications and rates for silicones in 

whatever form, there are legal means available for them to 

pursue to achieve that purpose. They should not, however, 

be permitted to circumvent that procedvtre and use this 

administrative forum to accomplish indirectly what they
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have been unable, or unwilling, to accomplish through 

legitimate legislative means.

For those reasons, we urge the Trade Policy Staff 

Committee, Office of the United States Trade Reoresentatives, 

to recommend that the ITC's June 30, 1983 proposed conversions 

for separate classifications for silicone rubbers, fluids, 

and resins in HS headings 3910.00.10, "free"; 3910.00.20 

at "3.71"; and 3910.00.50 at"2.2<5/kg. plus 7.7Z," 

respectively, be affirmed.

Respectfully submitted,

SHAW and STEDINA 
350 Madison Avenue 
New York, N.Y. 10017
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silicons
69I.7S20 £ 
JUKE 196?

It Is unclear now nuch of the reported production uf slllcnuc resins Is made up of j-lllconcs 
and how nuch Is made up of other materials. Possibly some pioduccrt, report only slllcone 
conte.it »hllo others report on a gross wclRht ha&t.i. This mnkcs It difficult to estimate 
the consumption of slllcones for rcilns since slllconc-alkyl resins, toe exanplc, may contain 
*.* little as 15% slllcones.

In regard to slllcone elastomers. It Is not Known exactly how much room temperature vulcan 
ized (RTV) slllcone rubber Is Included. The latter arc supplied as fluids and pastes for 
uit as adheslves. sealants, and nold-nftklng materials and arc generally considered as a 
separate category by tho trade. It was estimated that RTV slllcone rubber output amounted 
to slightly under two million pounds In 19G4 (OPD, April 19, 1965).

There may also b* some duplicate reporting of basic resins and elastomers at different 
stages.

,f f

CONSUMPTION

It Is estimated that 45% of total silicon* production goes into slllcone fluids, 30% Into 
elastomers, and 10% Into .resins. A large P«rt of the remainder to probably made up of 
sllane coupling scents. These CEH estimates are very approximate, mainly for the reasons 
stated under PRODUCTION.

Th« followlnc discussion Includes:

1. SUlcoa* fluids
2... Silicon* r*sln»
3. Silicon* *l«stoMr*
4. riuorostllconcs
5. Sllan* coupling afents
6. Kltrll* slllcoo*s

'7. Polycsrboraneslloxanes

A*'previously noted, the dlaethyl and th* ph*ayl Methyl fluids are th* Most Important. 
Both fluids have such a variety of u«s that only major applications Illustrative of 
certain characteristics of a'.ilconem are mentioned here. Many applications depend upon 
th* excellent water repellency of slllcones. These Include use In waxes and polishes, 
th* water and stain proofing; of fabrics, paper and masonry, coating electrical equipment 
where surface resistivity Is critical, corrosion Inhibitors, preventing the caklr-t of 
powders, and as release scents.

Slllcones are poor solvents, and the only solids that dissolve In then are nonionlc, and 
they dissolve only slightly, near their melting points.

30-600 0-85-37
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a. wane* «rvl Polishes

Most furniture, car. and elax.t waxes and polishes now contain slllconcs. The reasons 
arc well stated in an article, part of which la quoted below.

"The properties of silicon** which Dak* the* useful in polish formu- 
latlon* are incompatibility, lubricity, low rjrfaca tenilon, water 
rep*il*ncy, temperature and oxidation resistance, minimum change of 
viscosity with temperature variation*, hlandn***, lack of odor and 
Inertne**.

"Slllcone fluid* are Incompatible with Many organic materials. For 
thl* reason, they do not soften the wax on polish formulations.

"Because of Its lubricity, the silicon* function* as a lubricant for 
the wax crystal*. And, (lr.ce ulllconn fluids have a low *urfac* 
tension, they readily flow-out to a, smooth surface and Impart a 
flossy finish.

"Silicon* fluid* arc stable at extrase* of heat and cold and arc not 
readily oxldixed. Therefore, sllicone films tend to be highly 
resistant to weathering.

- "Silicon** do not creata any spoclal pollah formulation problem*. 
For txaaple, since silicon** are odorless, they do not Interfere 
with perfuming of furniture polish**.. And the chemically Inert 
silicon** matntala their propartita when compounded Into polish**."

Sourei: Meyer, K. L., 'Vuy Silicons* Arc Dv*d la Wax** and Polishes," 
' ' Patergent At*. October lt6C, p. »«. vf: . . j,,. v.;' -

The silicon* oil conteut la most palichrc varAea fr«».2-OJK* Pastes iieually have a
hixlier silicon* and wax content.than polish**.-•**.", .^ •«* > »•.

b. Cosmetic* ' ' ^t'j. „" .. ' . .'*. * ,

The physiological inertness, combined with unique surface-active atxt lubricatlve 
prop*rtl«r, of sllicog* fluid* has l*d to their u«* in a wld* variety of cosmetic*.

These properties, a* quoted from a r*c«at crticl*, are: ^' ' • - -

'Very low surface tension, which improves the cpi'eadinc of 
cosmetic preparation*.

"No problems of toxiclty or dkin Irritation. 

"Colorles*, odorless and tasteless. 

"Mon-volatllo.

"Chcoically Inert and therefore do not: reset with th« usual 
ingredients In cosnetic preparatlonc.

"Do not bec(*i« rancid.

"Do not thin cut when warmed or thicken when cooled.

"Do not tllmolve in water ai"l tlieri-foro do not wash off easily.
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JltlCOnCS 

•91.7520 0 

JUNC 1967

"Do not forn a continuous. Impervious (ilm that would keep the 
skin Iron breathing.

"Do not leave a creasy or oily (eel.

"Do not discolor.

"Do not support bacterial crorth."

Source: Harris, Xi. J., end J. 1. Evans. "Uses of Stllcor.es in 
Polishes, CosMctlcs and tlcosciiold Specialities, " 
Specialties (U.K.), April 1S66, pp. 3-9.

Silicon* fluids are ussd in hand crows and lotions, half sjircys, presliavc lotions, 
after-shave lotion*, shaving cro»«», cuntan preparations, lipsticks, 
and deodorants.

Ur«thane

An importune «*7ket if in flexible and rigid poJyiireHinne ?oas». Added to the 
urathane ingredient* Vclorc foaming, th*y l*prsv« appearance, cell unlfoittlty, and 
resilience of flnls!:..'J Joamy.

Total nil ywi etlian* foam autp^c in 1 963 is estta&ted ro hav* been about 360 million 
pounds. Sillcones 5,"v oned mainly in poiyether-based jj-j.\yuroth»ne foams, »lthw;h 
miller quantities *r« used la soee of the polyester-based foams. Those e*tl»at«s 
ar« from the fcr.it "olyui'e thane Foamy rsps.-t (q.v.). Reportedly, about 9.?3£ tll'.cone 
(baue<l or. tIi-9 weight ot :he rcactanta) is ;«aplcycd in ilexifrle fo*-«c an<t afoul l.Wi 
In Meld foani) (industry estinatec) .

Sillcone Cre»sca

Th«ce Krraser. are made by grinding filler! «r.d oth«r matcri»!s into stlicor.e fluids 
and «r« omploywS \tioi-* hlxli teoperaturer »oi>ld destroy pstroleun or vegetable OH 
lubricants. They ars frequently used in places »liere tile lubricant comrs into 
contr.r.t >ith solvents and ccrroslva c.*:c»iccls.

« . glllcor.«

.Sillcone fluid-b.»sc<l emulsions hive been uscu in a lar>;c runber of Industries as 
antlfoam K£ent« und release *(rotits. *nio sllo^ar.e contcut of the evulsions Is 
U3UJl)y auoui SOi. .1«»arft*l>ly stall «>=cun<i: era effective (0.0001 to O.02* of the 
K4tC"tAl to be dcfoajnct!) . Their uc.Ato\ictly etakofi thcui most uucfttl to the fcort 
industry.

SigniflCKtit quantities nf fiiiic^ir ^ptt! %J^?AJ arc used ^s stain and x%trr 
hy th'- textile industry. es.p«-inHy slth »4sh aiicl vcnr i'.oas. Tlicy Impart a soft 
silky haini and ave rcslsluul to dry cU-aiiinj: uisd. to a »odorito c.'itcnt, sushlnj. 
ilnucvrf. I hey experience !n-.}vy c«>nip«. ! 1 1 Ion fn»rt f lii:.*Mfhos(icM s and tlulr p^v'seiit 
$;( wtlllou nurkol 1% i-.i!vctiil to lontlnuo Its pfc.\eiU decline.
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f. Other

In household and other consumer applications, sillcono fluids are uhcd In aerosol 
starch, dooostlc oven treatment, textile and leather treatments, treatment for 
Ignition systems, rubber lubricants, artificial snow, and Ironing aids.

Industrially, their nonstick qualities have encouraged widespread use as release
•(eats, for example, IA Molds for tires and other rubber goods, (lass Molding, and
•Ire and cable slip agents. Their former use In coating br«ad baking pans Is be 
lieved to have largely been displaced by the use of Teflon9-coated pans. Sillcone 
fluids are used In lubricants and have also been used in hydraulic fluids, e.g., 
aircraft applications. Hone Is currently used for this latter purpose, however.

2.

Estimates of silicon* resin use* In 1962 and 1965 follow.

Consumption of Stltcone Resins (Millions of Pounds) 

. , . 19«2 1965

Electrical Insulation
Coating and bonding 2.SO
Impregnating ' 1.00
Laminating 1.00

Paint 1.50
Water repellents 1.00
Release coatings .'- 0.73
Molding ' -0.23

Total '" 8.00 12.00

Sources: (A) CUM. June 17. 1*63, p. 34 (1962 data). 
(B) CEH estimates (1963 data). Calculated 

frost 1962 data on basis of save market 
breakdown and usljg 196S production 
estimates.

a. Electrical

Sillcone restns are particularly valued for their high temperature resistance. 
This, coupled with their excellent dielectric properties, has encouraged their 
widespread use in electrical equipment where heat would break down other Voslns. 
The market for sllicone resins in electrical applications reportedly has reached 
maturity and future growth is expected to be moderate, particularly In the face of 
competition from epoxy and polyphenylene oxide resins.

b. Paiht, ffatoi* ftopolZcnts, and Release Coatings

nc rc:las are used In paints to improve heat resistance, durability, and tfloss. 
To Irpruvo aUrnston «nl solvent resistance, and to provide better mlhcslon, klllcono 
icsins urc frequently copoi ywtci izcd «i(h other resins, usuall} alkyd ic^lns.
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A typical sillconc-alkyd furmulatlon would have a slliconc content of fro* 20 to 
307 of the resin solid* in the paint. SiMcone-containlng paints, uhllu superior 
to organic paints In gloss and duralilllty, arc expensive and apparently many home 
o«ncra arc not wllllnc to pay the higher price, ilovcvcr, Montgomery Ward markets 
a 30% slliconc alkyd paint tor consumer use. It Is estimated that more than 90S 
of sllicono-alkyd paint* are used industrially, primarily in equipment finishes. 
Largely because of their good exterior durability, clllcone-alkyd paints provide 
competition to other alkyd, vinyl, acrylic, and, in some cases, f luorocarbon paints.

/
Epoxy-slliconc plastics are used in protective coatings. Pipeline coatings could
prove to be a particularly substantial market. The cpoxy provides a coating «hlch 
is tough and resists abrasion; slllcones give one »hlch is durable and which flo»s 
on smoothly.

Uaconry water repellents wera estimated to use about one nllllon pounds of slliconc 
resins in 1962.

Slllcone resins have found many applications based upon their nonstick properties. 
Sillcone resin-treated paper is used for covering pressure adhesive surfaces such 
as "contact paper," adhesive tapes, and photographic film, and for packaging sticky 
foodstuffs.

3. Silicon*.

Sillcone elastomers fall into t»o broad categories; those that require heal for vulcani 
zation, and those that can be vulcanised at -oom temperatures, commonly called RTV 
types. Currently the heat vulcanized types (current production is probably about 12 
million pounds) make up a $34 million market. The RTV types (current production is 
about 2 million pounds) represent a $13 million market (industry estimates).

Applications of both types are based mainly on their outstanding resistance to both high 
and low temperatures. When they do decompose at high temperatures, the silica residue 
remaining is itself an Insulator so that $o~>soate extent silicons -rubber insulation con-^- 
tlnucs its function after a fire. For example, they aro employed in aircraft and ships 
there they are used in electrical insulation and seals. Slliconc rubber foam is avail 
able for applications calling for the above properties plus lightness and heat Insula 
tion. The aerospace industry In an important market for RTV slliconc elastomers.

Silicone elastomers have excellent resistance to ozone oxidation, nonoxldizlng acids, 
and mild bases. They swell moderately In contact «ith oil and fuel, but return to their 
normal state on removal of the swelling agent. Because Sillcone elastomers seldom con 
tain materials such as plastlclzers which may be leached out, they are often used in 
mcillcal and food processing applications.

An estimate of the coimaiptlon of heat vulcanized sill cone elastomer!! in 1965 follows.
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Market

Aircraft and ulssilc 3U2
Electronics 18
Electrical M
Appliances 12
Automotive 6
Government (ill reel) 6
Miscellaneous , _ S_

Total 1007.

Source: OP D, February 24, 1961, p. 5 (based 
on Dow Corning as original .source).

Thli estimate docs not Include consumption of ItTV (roon temperature vulcanizing) sill- 
cone elastomer:!. These are used In potting and encapsulating electrical nnd electronic 
parts and In the fabrication of other rubber parts r.licrc superior endurance and extended 
life expectancy are required.

Much of the early giowth of slllcone elastomers resulted fron use In aircraft, submarine, 
vilsslle. space, and electronic applications. The aircraft market for slllcone elastomers 
has decreased because the U-47 and 8-32 have given *ay to faster, more effective planes, 
fever of which arc needed. Similarly, miniaturization reduced consumption In electronics 
applications In missiles and space use. Cains In consumer-type markets such as appli 
ances (range door caskets, for example) and automotive use appear to be more than 
compensating for reductions In .these Markets, however.

A Mixture of slllcone rubber and silica reinforcing Material shows promise In the sur 
facing and repairing of airport runways and highway bridges. Although used only 
experimentally so far, it is said to be superior to currently used coatings such as 
epoxy, polyester, and urcthane, because It does not become hard or brittle and it is 
waterproof. Another developmental use for silicono elagtomcr> is as a high-quality 
roofing material. 'Although about twice as expensive as conventional asphalt Materials, 
It is easier to apply and nore durable.

The nonstick characteristics of slllcone elastomers are employed In a large nunber of 
applications such as printing rolls ami conveyor belts carrying sticky foodstuffs. 
They arc also utilized In the manufacture of flexible mold* In the plastics and metal- 
working industries.

An interesting application of slllcone elastomers Is in making synthetic Membranes thin 
enough to function as artificial gills. Possible uses range nil I lie way from space 
capsules to sul>marlnos, and Include heart-lunj; machines and the Industrial separation 
of gases (CE, November 23, 196*1, pp. 94-96).

While tlie share of stllconc resins output used capllvel) (In the order of 10£) has 
rcnalncd about the sane between 19S9 and 1'JGI, t.iptlvu use of clu^tvmcrs has tripled 
from tt% to 21^ over the same period. This has Itven due partly to some basic producers 
increasing |K.wtrat Ion of the Industrial mid home m.ukels vlili consumcr-lyix' sllUcmu 
elastomer puxlucls.



H.R. 5429
To provide for the duty-free entry of articles required for the installation and oper 

ation of a telescope in Arizona. 
No comments were received on this bill.

H.R. 5436
To provide for the duty-free entry of organs imported for the use of Trinity Cathe 

dral of Cleveland, Ohio. 
No comments were received on this bill.

H.R. 5448
To provide duty-free treatment of articles previously imported, with respect to 

which duty was previously paid.

STATEMENT OF MORTIMKR FULLER III, PRESIDENT, GENESEE & WYOMING RAILROAD
Co.

I appreciate the opportunity to comment on H R 5448. Although this legislation 
was introduced by Congressman Conable as the result of a specific problem involv 
ing the Genesee and Wyoming Railroad, it addresses a problem that could potential 
ly harm many other U.S. businesses. It corrects an inequity in the law which forces 
American companies to pay customs duty twice on certain equipment that is leased 
across U.S. borders.

The Genesee and Wyoming Railroad Company is a shortline railroad headquar 
tered in Retsof, New York. Through affiliated companies, we own and lease covered 
hopper cars. Ordinarily, we use our covered hopper cars for hauling rock salt from 
our Retsof operation. However, when rock salt freight business is low because of sea 
sonal or weather factors, we attempt to lease these cars to other users.

Among the cars controlled by Genesee and Wyoming are approximately 415 cov 
ered hopper cars that were manufactured in Canada and imported into the United 
States during late 1978 and early 1979. At the time these cars were imported, full 
duty was paid in accordance with United States Customs laws and regulations. 
During 1984, we had a surplus of cars at our Retsof operation, and sought to place 
some of these cars on a short term lease arrangement. Consequently, we entered 
into a lease with the Canadian National Railroad under which they would lease 75 
of the Canadian made covered hoppers for a four month period with the possibility 
of some short term renewals. After the deal had been struck, we learned that ac 
cording to Schedule 8 of the Tariff Schedules of the United States, if those 75 cars 
were delivered under lease to the Canadian National Railroad, upon re-entry into 
the United States at the end of the lease term we would be required to pay, once 
again, full duty on the depreciated value of those railroad cars. The amount of this 
duty would have far exceeded the full amount of the rentals Genesee and Wyoming 
would collect from the entire four month lease. Obviously, we were not able to go 
through with the lease of the Canadian cars.

There are three very good reasons to approve this legislation.
First, and foremost, the current law is clearly unfair. Why should a company 

have to pay the same duty on the same equipment two times, simply because that 
equipment crossed the border. There is in fact no economic or policy justification. It 
is simply an inequity that arises from what must be considered a technical flaw in 
the original law.

Second, while there is no economic or policy justification for maintaining the 
status quo, there is clear justification for the proposed change. The current law re 
duces the opportunity for U.S. companies to do business. It denies them the chance 
to find the best economic opportunity for the lease of their equipment. It reduces 
the flow of funds into this country, thus exacerbating our balance of payments prob 
lem.

(571)
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Third, there is a substantial sur,' is of railroad cars in the United States at this 
time. There have been legislative and administrative efforts to deal with this situa 
tion, the most prominent being the recent Interstate Commerce Commission's deci 
sion on boxcar deregulation. H.R. 5448 is a simple and efficient way for Congress to 
assist in alleviating the car surplus problem by expanding the available market for 
U.S. owned equipment.

In short, I believe this change serves three very useful purposes without any nega 
tive impact on our Customs laws. A company such as ours will continue to pay the 
full duty on its foreign made equipment, and will then be given the opportunity to 
make the most efficient, economical and productive use of that equipment. I hope 
the Committee will support this needed change.



H.R. 5449
To provide for fast-track treatment of injurious agricultural imports. 
See also comments of the American Farm Bureau Federation at p. 392.

BARNKTT & ALAGIA, 
Washington, DC. May IS, 1.984- 

Re: H R. 5449- to provide for fast-track treatment of injurious agricultural imports
JOHN J. SALMON, Esq.,
Chief Counsel, Committee on Ways and Means. House of Representatives, Longworth

House Office Building, Washington, DC.
MR. CHAIRMAN: Thank you for giving me the opportunity to share the views of 

the Florida Fruit and Vegetable Association ("Association 1 ) with this Committee. 
My name is John Himmelberg and I am an attorney with the law firm of Barnett & 
Alagia in Washington, D.C. and Palm Beach, Florida. I am authorized to present the 
views of the Association before the Committee on H.R. 5449.

SUMMARY OF COMMENTS

I Ouri itly, the Trade Act of 1974, Title II, "Relief from Injury Caused by Import 
Coir.pt''"',... provides an outlet for certain U.S. industries troubled by foreign im 
port «to thw country but fails to accommodate agricultural concerns.

II. Perishable, agricultural products need to be considered separate and apart 
from other commodities when fulfilling relief procedures because of their special 
nature.

III. H.R. 5449 offers what the present process does not—a condensed time-frame 
that suits the special needs of agriculture.

COMMENTS
Under current law, a party who has filed a petition with the International Trade 

Commission (ITC) alleging injury from imports can expect an answer from the ITC 
within 6 months of formally filing its concern. The ITC "shall promptly" make an 
investigation to determine whether an article is being imported into the U.S. in 
such increased quantities as to be a substantial cause of serious, injury. The results 
of the investigation in the form of a report "shall be made at the earliest practicable 
time but not later than 6 months after the date on which the petition is filed." In 
addition, the ITC "shall promptly" make the report public. The words "promptly" 
and "earliest practicable time' have been necessarily qualified by the 6-month time 
frame for a determination. The President also must work within a time-frame by 
iaw when determining the type and level of import relief. He has 60 days after the 
date on which he receives an affirmative finding from the ITC to make a decision. 
In the best of circumstances, at least 8 months may pass before any relief is felt by 
a party. If the President's decided action differs from that recommended to him by 
the ITC, the 8 months easily can become 12.

It is the Association's view that the time factor for this import relief procedure 
denies "prompt1 relief, that is, relief given in a "practical" amount of time, to one 
whole sector of Our economy—the agricultural sector. A requalification of "prompt" 
is needed to establish a time frame that better fits the agricultural picture. In the 
established time frame of the Trade Act of 1974, agricultural imports need emergen 
cy attention. Anything less results in unrecoverable costs to agricultural producers. 
The present system does not suffice unless a change can be implemented in the 
treatment time of a petition from an agricultural party.

Legislation which addresses and answers the need for fast-track treatment of inju 
rious agricultural imports is H.R. 5449. This measure offers what the present relief 
process cannot—a condensed time-frame that suits the special needs of agriculture. 
A speedier determination not only relieves the injuzed party faster but also height 
ens the effect of relief on consumer. Under H.R. 5449, the Secretary of Agriculture's 
involvement is enlisted in an emergency relief request. The proposed 14-day cap on 
time to decide on substantial cause of injury and 7-day limit on determination of
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type and level of action or to not take emergency action greatly decreases the extent 
of injury to agricultural concerns. Support and precedent for this bill can be found 
in the Caribbeah Basis Economic Recovery Act, P.L. 98-67. Although untried as yet 
both the Federal agencies involved and many domestic industries including this As 
sociation believe such legislation will help to insure prompt and fair relief from in 
jurious imports of agricultural products.

The Association supports H.R. 5449 wholeheartedly and urges a favorable vote 
from the Committee. 

Sincerely,
JOHN M. HIMMELBERG, 

Washington Counsel, Florida Fruit and Vegetable Association.

MIKE MASAOKA ASSOCIATES, INC.,
Washington, DC, May 18, 1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth

House Office Building, Washington, DC.
DEAR MR. SALMON, On behalf of our client, the West Mexico Vegetable distribu 

tors Association (WMVDA) of Nogales, Arizona, we are submitting the attached 
statement concerning H.R. 5449, a bill to allow "fast-track" quotas or tariffs to be 
imposed against agricultural producers without a full investigation of the need for 
this relief.

We oppose passage of H.R. 5449 for the following reasons, as further explicated in 
the attached statement. H.R. 5449 would:

ignore U.S. international obligations under GATT. by imposing import relief 
without an investigation and finding of injury to the U.S. industry;

have adverse economic consequences for the U.S. consumer in terms of supply 
and price of fresh vegetables, especially when U.S. crops are affected by weath 
er conditions;

provide "fast-track" relief which is unfair and impractical, given the drastic 
short-term fluctuations in price and supply inherent to the fresh produce 
market;

discourage trade in produce and development of foreign supplies to meet U.S. 
demand, particularly by encouraging the filing of meritless petitions for harass 
ment purposes.

For these reasons, as further discussed in the attached statement, we oppose en 
actment of H.R. 5449, and urge the Committee not to allow hastily imposed import 
restrictions against imported fresh vegetables. 

Sincerely,
MIKE M. MASAOKA.

Attachment.
On behalf of West Mexico Vegetable Distributors Association (WMVDA) of No- 

gales, Arizona, we are submitting the following comments concerning H.R. 5449, a 
bill to allow "fast-track" quotas or tariffs to be imposed against agricultural produc 
ers without a full investigation of the need for this relief. WMVDA is an association 
composed of more than 40 American businesses that import and distribute Mexican- 
grown fresh vegetables. These vegetables are imported during the winter months 
and distributed throughout the United States and Canada. They include tomatoes, 
cucumbers, squash, bell peppers, egg plant, and others.

At present, Section 201 of the Trade Act of 1974 ("the Escape Clause"), allows the 
President to impose import relief against products which the International Trade 
Commission determines are being imported in such increased quantities as to be a 
"substantial cause of serious injury, or threat thereof to U.S. producers. 19 U.S.C. 
§ 2251(b). The findings required under this provision are based upon_ international 
obligations of the United States. See GATT Article 19A. Proceedings to determine if 
imports are the substantial cause of serious injury or threat thereof to a U.S. indus 
try are among the most complex and technically difficult conducted by the Interna 
tional Trade Commission.

H.R. 5449 would amend Section 201 of .the. Trade Act of 1974 to allow imposition 
of'provisional relief against agricultural picdncts without a finding that imports are 
a substantial cause of serious injury. Instead, provisional relief could be imposed 
during the pendency of an escape clause investigation concerning perishable agricul 
tural products if the Secretary of Agriculture finds "reason to believe" increased ex 
ports are a substantial cause of serious injury or threat thereof.

WMVDA is opposed to H.R. 5499 for the following reasons.
First, imported fresh vegetables play a crucial role in meeting consumers' demand 

for produce and dampening inflationary pressures at times when adverse weather
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conditions hcve damaged U.S. crops. Any attempt to limit produce imports at times 
when the need for imports is high will have profound economic consequences for the 
United States consumer.

Second, short term fluctuations in the supplies of agricultural products are as in 
evitable as bad weather. The supply and price of fresh produce fluctuate rapidly, 
sometimes by the hour. Moreover, a poor U.S. harvest one year, caused by a drought 
or flood, for example, might be followed by a bumper crop the next. As a result, the 
only true measure of potentially injurious increases in imports is one taken over a 
relatively long period of time, a period greater even than one growing season.

Temporary increases in vegetables imports are to be expected and are not neces 
sarily the cause of serious long term injury to the U.S. industry. Fast-track import 
relief measures, however, imply granting import relief on the basis of short term 
increases in import levels. In the perishable vegetables industry, such relief will be 
needless and costly.

Third, the availability of fast-track relief might well encourage the filing of merit- 
less petitions for harassment purposes, since import relief could be granted without 
extensive investigation. Moreover, the Department of Agriculture has little experi 
ence in the administration of import relief statutes. The threat of hastily applied 
import relief would discourage trade in produce and the development of foreign sup 
plies of produce which are needed to meet U.S. demand.

While WMVD is sympathetic with the intention of the bill to provide assistance 
to a domestic industry, WMVD must point out that the perishable product business 
is inherently risky and full of hazards of increased, decreased, or non-saleable sup 
plies. WMVD would like to emphasize that the fresh produce business cannot be 
protected from the vicissitudes of the weather and climate without resorting to dras 
tic controls of the market that would be against the best interests of consumers as 
well as producers.

While a farmer who faces increased import competition this month might like to 
see fast-track import relief put into place the following month, the realities and fac 
tors of the fresh produce industry make such fast-track relief both unfair and im 
practical.

For these reasons, WMVDA opposes H.R. 5449, and urges the Committee not to 
allow hastily imposed import restrictions against imported vegetables.



H.R. 5453
Authorizing the Prett.^t to proclaim modifications in the rates of duty for certain 

articles in trade in civil aircraft. 
No comments were received on this bill.

H.R. 5454
To extend duty-free treatment to certain tractor parts.
See also comments of the American Farm Bureau Federation at p. 392.
[The following two letters were forwarded by Congressman Glickman:]

HESSTON CORP.,
_ Hesston, KS, May 14, 1S84. 

HOUSE WAYS AND MEANS COMMITTEE; 
Washington, DC.

DEAR COMMITTEE: Hesston Corporation is a manufacturer and distributor of agri 
cultural farm equipmerrtrTo complement this line of equipment,.they import a full 
line of agricultural tractors under the U.S. tariff authority (TSUS) 692.34. The serv 
ice parts for these tractors are also imported. Some of these parts are dutiable be 
cause of being in a specific class of their own.

The inequities that now exist between the parts that are used for tractors and 
those that are used for other agricultural and harvesting equipment that are im 
ported, make it important that we support legislation that is now proposed in H.R. 
5454 by adding a new item 840.42 in paragraph 7 of Schedule 8 of tariff schedules of 
the United States. (19 U.S.C. 1202)

The American farmer who is now paying for the inequities that now exist would 
be the ultimate beneficiary.

We feel this bill will help current U.S. policies concerning the free trade in the 
agricultural industries world wide.

Your support of H.R.,5454~would be greatly appreciated. 
Sincerely,

MILT MILLER.

MASSEY-FERGUSON INC., 
Des Moines, IA, May 14, 1984. 

Hon. DAN GLICKMAN, 
House of Representatives, 2435 Rayburn Building, Washington, DC.

DEAR MR. GLICKMAN: Please accept this letter as our company's support for your 
introduction to the House Ways & Means Committee, House Bill 5454, a Bill to 
create a much needed new tariff item 870.42 which will allow parts for tractors 
ruled suitable for agricultural use classified under Tariff Item 692.34 to be imported 
duty free.

The introduction of Tariff Item 870.42 is in line with the recently created Tariff 
Item 870.45 which provides duty free treatment of parts for agricultural and horti 
cultural machinery in Tariff Items 666.00, etc. and should be administered the same 
as 870.45.

As a matter of interest, Canadian Customs Tariff Item 40938-1 provides duty free 
treatment for parts including some accessories for tractors. I have enclosed a copy of 
page 104 of McGoldrick's Customs and Excise for your reference.

We strongly support Bill 5454 and would be pleased to offer any further informa 
tion if needed.

Yours truly,
W. BARTKIW, 

Customs Coordinator.
Enclosure.
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H.R. 5455
To amend the Tariff Schedules of the United States to clarify the classification of 

unfinished gasoline.
AMBER REFINING INC., 
Abilene, TX, May 16, 1984.

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, U.S. House of Representatives, 

Longworth House Office Building, Washington, DC.
DEAR MR. SALMON. Amber Refining is an independent crude oil refiner with a fa 

cility located in Ft. Worth, TX. We are seriously concerned about the adverse 
impact of imported petroleum products on domestic refiners such as ourselves. In 
particular we are concerned about the controversial proposal contained H.R. 6455 
which would attempt to reduce th j tariff burden currently imposed on low grade C 
gasoline and other such imports.

The impact of H.R. 5455 should not be treated casually, since any reduction in the 
current fees imposed on such imported products would seriously and adversely 
effect the domestic refining industry which is already suffei ing from underutilized 
capacity in strained financial circumstances, Foreign refiners are not subject to as 
tringent environmental requirements, superfund anH windfall profits taxes, high 
energy and labor costs which are imposed on domestic petroleum refiners and cur 
rently import fee levels do not fully offset these burdens. As a result of having to 
bear these additional costs of doing business in the United States, domestic refiners 
are vulnerable to the dumping of low grade imports from foreign refiners.

We believe that it is important to our national security to maintain a viable inde 
pendent domestic refining industry, therefore, we urge members of the trade sub 
committee of the Ways and means Committee to consider this controversial proposal 
very carefully. At a minimum we would recommend that the trade subcommittee 
hold hearings on this issue to allow input from the industry most affected by the 
proposal and a thorough discussion of the issues. We believe that a very persuasive 
case can be made for the proposition that our current import fee structure should be 
strengthened instead of weakened in that consideration should be given to imposing 
a prohibition on the importation of any petroleum products which contain lead addi 
tives. As a domestic refiner we would like to see that this issue is thoroughly debat 
ed before the Trade Subcommittee before any action is taken which could have such 
devastating effects on our industry.

JOHN D. HEMPHILL, 
Vice President, Legal.

KOCH INDUSTRIES INC., 
Wichita, KS, May IS, 1984.

Re. H.R. 5455
Mr. JOHN SALMON,
Chief Counsel, Committee on Ways and Means,
House of Representatives, Longworth House Office Building, Washington, DC.

DEAR SIR: Koch Industries, Inc., as an importer of petroleum products into this 
country, would like to express its support for H.R. 5455 which would amend the 
tariff schedules of the United States to clarify the classification of unfinished gaso 
line. As the bill's heading indicates, it is a clarification of the tariff schedules, ^nd 
our support for this legislation is based upon our desire for a clarification and cer 
tainty when dealing with the tariff schedules. It is our understanding that this bill 
would clarify this tariff schedule so that import duties on unfinished gasoline will 
be at the same rate as motor fuel, consistent with historic industry and Customs 
Department practices, as well as earlier legislative intent.

We would like to illustrate the need for this legislation by detailing the problem 
we are facing under the existing tariff schedules, which is as follows:
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The portion of the tariff schedules of the United States dealing with motor fuel 

currently read:
475.25 Motor Fuel, 1.25 cents/gal., 2.5 cents/gal., 0.20 Gasoline; 0.30 Jet Fuel, 

naptha-type; 0.50 Jet Fuel, kerosene-type; and 0.60 Other.
H.R. 5455 would amend Item 475.25 by inserting "including unfinished gasoline" 

after "motor fuel". (Motor Fuel is currently defined in headnote 2, part 10, schedule 
4, as "any product derived primarily from petroleum shale or natural gas whether 
or not containing additives, which is chiefly used as a fuel in internal-combustion or 
other engines". Clearly, gasoline (Item 475.20) is intended to be taxed at 1.25 cents 
per gallon. (For comparison purposes, all references to rates of duty shall be to the 
rate of duty set forth in Column I of the schedules.)

But what is "gasoline"? Those of us in the oil industry have a clear idea of what 
constitutes gasoline, but that understanding has not always been consistent with the 
interpretations made by the Customs Department. A lack of clarity in the tariff 
schedules has created a situation where different interpretations by industry and 
the Customs Department have developed.

The specification standards to which various products are expected to conform is 
supplied in this country by the American Society for Testing and Materials (ASTM). 
The ASTM standard specifications for automotive gasoline (designation: D439-81) 
provides for an Anti-Knock Index (commonly referred to as Octane Index) range at 
RON + Mon/2 from 85 to 93, which is consistent with engine requirements of the 
majority of vehicles operated in this country. However, that is not necessarily a uni 
versal standard for gasoline. Many refineries in other parts of the world produce 
gasoline with an Anti-Knock Index higher or lower that the standards prescribed by 
the ASTM. Gasoline Anti-Knock indices can run from as high as 99.0 RON to as low 
as 60 RON for gasoline from foreign refineries. In spite of the variance in Anti- 
Knock Index numbers, all of these products would be considered to be gasoline by 
those involved at all levels of refining and marketing, with motor fuel the only in 
tended use.

A specific example of a problem incurred by this company might provide further 
illustration. A cargo of gasoline with an Anti-Knock Index of 81.8 was recently im 
ported from a Latin American refinery, with the anticipation of an import duty of 
1.25 cents per gallon. A petroleum product cargo consists of hundreds of thousands 
of gallons and the profit margin per gallon is typically a fraction of a cent. There 
fore, the import duty plays a key role in evaluating the economic viability of any 
import transaction. In this particular instance, even though both the buyer and 
seller considered the product involved to be gasoline (in spite of the reference to use 
in the definition of motor fuel contained a headnote 2(b) part 10, schedule 4), actual 
use is not intended to be a factor in interpreting the tariff schedules. However, the 
octane level of this cargo was raised and the product was actually sold and used 
domestically as gasoline). The Customs Department refused to classify the product 
as gasoline because it did not meet the ASTM standard for Octane Index. The prod 
uct instead was classified as mixtures not specifically provided for: Mixtures that 
are in whole or in part hydrocarbon derived in whole or in part from petroleum, 
shale oil, or natural gas (Item 432.00) with a rate of duty of 5 percent ad. val. The 
resulting import duty was considerably higher than expected and turned a profita 
ble transaction into an unprofitable one.

Our experience with this cargo was not an isolated incident. We are hearing and 
reading about similar incidents occuring throughout the industry with increasing 
frequency. In fact, we've told our marketing people to no !, t -r pursue opportuni 
ties for contracts for unfinished gasoline.

In summary, Koch is urging that H.R. 5455 be adopted for the purpose of cla.rify- 
ing the tariff schedules and bringing them in line with the generally accepted indus 
try practices. It is our position that to classify gasoline upon the Anti-Knock Index 
is arbitrary and not in line with foreign or domestic oil and gas industry practices.

Thank you for your consideration of our view on this matter. 
Very truly yours,

ELTON A. ELLISON.
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PHTROLEOS MEXICANOS, 

Washington, DC, May Iff, 1984.
Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade, U.S. House of Representatives, Washington, DC.

DEAR MR GIBBONS: Petrojeos Mexicanos (Pemex) is a decentralized public agency 
of the government of Mexico, created by Decree of the Congress of the Mexican 
United States of June 7, 1938.

The principal purposes of Pemex are the exploration, production, refining, trans 
portation, storage, distribution, and first-hand sale of petroleum derivatives, and 
any other activities that are directly or indirectly related to the petroleum and pe 
trochemical industries.

In that capacity, Pemex would like to express to the Subcommittee on Trade its 
views concerning H.R. 5455 whicli has been proposed by Congressman Dan Glick- 
man to clarify the tariff treatment by the U.S. Customs Service of U.S. imports of 
"unfinished gasoline."

Pemex interest in this issue results from recent changes made by som» U.S. Cus 
toms district offices in their classification of gasoline that does not meet ASTM 
octane standards.

Pemex produces gasoline in Mexico primarily for sale in Mexico. This product is 
used by consumers as automotive gasoline.

As you may be aware, Mexico is undergoing and overcoming a severe financial 
crisis through an adjustment program. One of the main policies outlined in this pro 
gram is to increase domestic prices of energy products to maintain a closer relation 
ship with international prices. The increases in the domestic price of gasoline, com 
bined with the decline in economic activity that Mexico has been experiencing, have 
resulted in a surplus of this gasoline which is available for export.

Some U S. distributors have been purchasing this product from Pemex for use in 
the United States as a "blending stock" in the production of automotive gasoline 
that is sold in the U.S. market.

Application of this product as a blending stock enables U.S. companies to produce 
gasoline appropriate for the U.S. market at reduced costs which can be passed on to 
U.S. consumers. While gasoline produced by Pemex would have been suitable, sever 
al years ago, for direct sale to U.S. consumers as automotive fuel, changes in U.S. 
transportation policy (particularly the requirement for increased mileage in order to 
conserve gasoline) have made the use of Mexican gasoline, in the form imported, 
unsuitable for direct sale to U.S. consumers. Consequently, although Pemex gasoline 
is sold directly to consumers in Mexico and is used in Mexico as "motor fuel," its 
principal use in the United States is as blending stock to be combined with higher 
octane products. After blending, the resulting product is sold to U.S. consumers for 
use as automotive fuel.

Historically, Pemex experience has been that the gasoline it sells to its U.S. cus 
tomers has been classified under U.S. tariff provisions applicable to "motor fuel" 
(TSUS. Item No. 475.25). The currently applicable rate under this classification is 
1.25 cents per gallon.

In August 17, 1983 the U.S. Customs Service in Treasury Decision T.D. 83-173 
promulgated new standards to be applied by the Customs Service in determining 
whether or not a particular imported product could be classified as "motor fuel." 
These new standards changed the previously applicable specifications for octane 
rating of automotive gasoline, with the result that some U.S. Customs districts are 
now taking the position that Mexican gasoline that does not meet the ASTM octane 
standards and that was previously classified under TSUS Item No. 475.25, no longer 
qualifies for classification as "motor fuel."

It is not yet clear what alternative classifications will be applied by the Customs 
district office, but some preliminary consideration has been given to classification 
under the TSUS Item 432.10 which is applicable to imports of certain hydrocarbon 
mixtures. The duty under TSUS Item 432.10 is currently 5 percent ad valorem "but 
not less than the highest rate applicable to any component material."

Various duty rates which have been mentioned as possibly applicable by the U.S. 
Customs Service range anywhere from a low 5 percent ad valorem to as much as 18 
or 19 percent ad valorem. In our experience, even an increase in duty from 1.25 
cents per gallon to 5 percent (approximately 4-5 cents per gallon assuming the mini 
mum rate under TSUS Item 432.10 is applicable) adversely affects the sale of this 
product to U.S. importers. In addition, the uncertainty as to what the final ratt1 of 
duty is likely to be, makes it unlikely that U.S. importers will purchase this prod 
uct, even though this product offers significant potential benefits for U.S. consumers 
of automotive gasoline.



581
As was mentioned above, Mexico is overcoming a financial crisis and Pemex ex 

ports of gasoline represent an important source of foreign exchange that the coun 
try needs in order both to fulfill our financial commitments and to continue to ac 
quire U.S. goods.

We therefore strongly support passage of H.R. 5455 and would appreciate your 
consideration of this matter. 

Sincerely yours,
AI.FREDO GUTIERRE/. KIRCHNER,

General Representative.

STATEMENT OK THE SOUTHLAND CORP., AND CITGO PETROLEUM CORP.
The Southland Corporation (Southland) is the nation's largest independent retail 

er of automotive gasoline. The CITGO Petroleum Corporation (CITGO), a wholly- 
owned subsidiary of Southland, operates a 330,000 barrel per day refinery which Is 
the l()th largest in the United States and one of the most technologically sophisti 
cated refineries of the world.

Through 7-Eleven, Super-7 and CITGO Quik Mart outlets, Southland expects to 
market more than two billion gallons of gasoline in 1984. Southland's success in gas 
oline marketing has been achieved by providing consumers quality motor fuel prod 
ucts at competitive prices 24 hours a day.

To augment the volumes of gasoline supplied directly by CITGO from its refinery 
in Lake Charles, Louisiana, Southland has imported competitively priced supplies of 
gasoline.

Recently the Customs Service has taken administrative steps to change a long 
standing practice under which 83 octane leaded gasoline could be imported as 
"motor fuel" subject to a 1.25 cents per gallon duty. Shipments of foreign leaded 
regular gasoline are currently being reclassified by the Customs Service as organic 
chemical mixtures (USTSA Items 430.10 or 432.10) or benzenoid mixtures (USTSA 
Items 407.09 or 407.16) subject to ad valorem duties ranging from 5% to 13.6%, or 
more.

The Customs Service's action produces inconsistent, even bizarre, results in par 
ticular cases. The uncertainty generated by the Customs Service's actions make 
commercial planning impossible.

For example, the Customs Service has indicated that one shipment of leaded gaso 
line imported by CITGO from Mexico last August will be classified as an organic 
chemical mixture subject to a 5% ad valorem duty rather than as motor fuel subject 
to a 1.25 cents per gallon duty. At the same time, Customs has indicated it plans to 
classify another shipment of leaded gasoline imported by CITGO from Mexico as a 
benzenoid mixture because the benzenoid content of the shipment exceeds the maxi 
mum allowed for organic chemical mixtures. Ordinarily such classification would 
result in an even higher duty rate than that applied to the other shipment. Howev 
er, because a Generalized System of Preferences exemption applies to benzenoid 
mixtures (but not to organic chemical mixtures), zero duty will be imposed on this 
shipment!

Southland and CITGO support H.R. 5455 as needed to provide greater certainty 
respecting the classification of refined petroleum products as motor fuel. Increased 
certainty is needed if international trade with major U.S. trading partners is to con 
tinue.

Imported gasoline from China is the largest single export item to the U.S. from 
China. Reclassification of the Chinese gasoline as organic chemical mixtures will 
hinder U.S./China trade and U.S. exports of high-technology products because the 
Chinese will lack the hard currency (previously provided by Chinese exports of gaso 
line to the U.S.) with which to pay for U.S. goods.

Similarly, Mexicot another major U.S. trading partner will experience a signifi 
cant decrease in its U.S. trade. The U.S. should be concerned that precipitous reduc 
tions in Mexican export trade with the U.S. will contribute to impairing Mexico's 
ability to repay its international debts.

Motorists will shortly feel the effects of Custom Service's actions. By making it 
more difficult or more expensive to import gasoline, the Customs Service is reducing 
the level of competition in the retail petroleum marketplace. Products previously 
supplied by imports will be replaced with higher priced domestic gasoline.

Congress should not permit this to occur through administrative action. If protec 
tionist tariff policies are to be established, Congress should adopt such policies, 
rather than the Customs Service.

30-600 0-85-38
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Southland and CITOO do not seek special reduced tariffs for motor fuels or blend 

ing stock used to prooace motor fuel. Southland and CITGO believe the federal gov 
ernment should be committed to policies which promote adequate supplies of com 
petitively priced gasoline for consumers and which enhance our country's interna 
tional trade policy. Predictability in application of the tariff schedules of the United 
States is essential to that goal.

SUPPLEMENTAL STATEMENT OF THE SOUTHLAND CORP., AND CITGO PETROLEUM CORP.,
ON H.R. 5455

On May 18, 1984, The Southland Corporation (Southland) and its wholly-owned 
subsidiary, CITGO Petroleum Corporation (CITGO), filed comments in support of 
H.R. 5455. The purpose of this Supplemental Statement is tc respond to the con 
cerns of some who mistakenly oppose H.R. 5455 based upon concerns respecting pro 
tection of domestic refiners.

Due to an administrative change made in 1983 to the specifications of gasoline, 
the tariff schedule definition of ' motor fuel" (USTS Item 475.25) no longer covers 
refined petroleum products which were historically imported as motor fuel and used 
as blending stock to produce gasoline. Under prior Customs Service practice, blend 
ing stocks for gasoline were generally dutied at the same rate as finished gasoline. 
Currently, however, blending stocks are generally subject to prohibitively higher 
rates of duty—ad valorem rates of duty as high as 13.6% or more. Such treatment 
makes no sense in terms of protecting domestic refiners from foreign competition, 
however, as long as the duty rate for finished gasoline remains unchanged at 1.25 _cents-per-gallonr-————-———————————~

Moreover, due to the same administrative ruling, other blending stocks which in 
the past were also tariffed at 1.25 cents per gallon may now enter the U.S. at zero 
duty. Those who desire increased protection of domestic refiners certainly cannot 
applaud zero duty treatment of gasoline blending stocks which heretofore had been 
dutied at 1.25 cents per gallon.

H.R. 5455 does not involve the broad question of the extent to which domestic re 
finers should be protected from foreign competition through higher duties on re 
fined petroleum products. H.R. 5455 is narrowly targeted to eliminate anomalous 
treatment currently accorded motor fuel blending stocks under the tariff schedules. 
The current disqualification of all blending stocks from the motor fuel category pro 
duces inconsistent, indeed bizarre results in particular cases. H.R. 5455 seeks to ra 
tionalize the tariff treatment of blending stocks used to produce gasoline with that 
of finished gasoline. In so doing, however, H.R. 5455 does not change the rate of 
duty applied to finished gasoline. Unless the 1.25 cents per gallon duty on finished 
gasoline is increased, defeat of H.R. 5455 will not increase protection of domestic 
refiners. Nor will enactment of H.R. 5455 either reduce the level of protection do 
mestic refiners currently enjoy nor prejudge the broader question whether a higher 
rate of duty should be applied to motor fuel in order to provide increased protection 
for domestic refiners. -•

Tosco CORP.,
Santo Monica, CA, May 17, 1981}. 

JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, 
House of Representatives, Longworth House Office Building, Washington, DC.

DEAR MR. SALMON: This letter is submitted by Tosco Corporation in response to 
your request for comments with regard to H.R. 5455. Tosco is the largest independ 
ent refiner on the West Coast and one of the largest nationwide. Our principal busi 
ness is providing finished petroleum products, primarily gasoline to independent 
marketers. To this end, we have invested heavily in refining capability that enables 
us to refine low quality crude oils and provide gasoline and other valuable products.

We are very concerned about H.R. 5455 and any related bills. Because this bill 
would reduce the duty on imported gasoline which is unsuitable for use in internal 
combustion engines, it is a significant piece of legislation which will work to the 
detriment of the domestic refining industry. Tosco urges the Committee to hold 
hearings on the bill in order to fully understand its ramifications, and to carefully 
consider the public comments.

H.R. 5455 would overturn a statutory application which establishes that imported 
gasoline unsuitable for use as a motor fuel will be subjected to a higher duty than 
gasoline which is suitable for use in engines. The bill would accomplish this by
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amending the tariff schedule definition of "motor fuel" to include "unfinished gaso 
line," defined as gasoline which is outside the octane range suitable for internal 
combustion engines.

Although H.R. 5455 purports to be simply a clarification, it is actually a substan 
tial modification of current policy. The current policy of subjecting such "unfin 
ished," sub-specification gasoline to a higher tariff is sound and should not be modi 
fied by Congress. Congress has long recognized the importance of appropriate 
import duties to ensure a healthy domestic refining industry. In this regard, the 
principal reasons for maintaining a higher duty on gasoline which fails to meet 
specifications are discussed below.

First, sub-specification gasoline is produced principally as a by-product in relative 
ly simple refineries in countries where the primary fuel requirements are distillates 
and fuel oils, not gasoline. This creates a strong motivation to sell the surplus gaso 
line abroad at whatever price is necessary to assure a market. In recent years, in 
creasing quantities of sub-specification gasoline have been imported into the United 
States, resulting in a difficult competitive situation for domestic refiners who must 
produce their product under strict United States environmental, labor and energy 
requirements and marketing their product at full cost.

Second, each gallon of sub-specification gasoline imported backs out a gallon of 
domestically refined gasoline, with a subsequent loss of jobs and income. Importers 
of sub-specification gasoline sell primarily to independent marketers, which are the 
traditional customers of the non-integrated, independent refining sector. The com 
petitive injury from such imports exacerbates the already difficult economic position 
of independent refiners vis-a-vis the major integrated oil companies.

Third, many domestic refiners have upgraded their facilities to produce unleaded 
gasoline to meet United States environmental standards. The imported, sub-specifi 
cation gasoline is primarily a leaded product or must have lead added to burn ade 
quately in gasoline engines. It is not sound policy to encourage imports of leaded 
gasoline when domestic refiners have made substantial investments to meet strin 
gent limitations on the amount of leaded gasoline they can produce.

In summary, the policy of encouraging importation of gasoline that fails to meet 
specifications will work to the detriment of domestic refiners that have invested to 
produce high quality, environmentally acceptable product. If domestic refinery ca 
pacity is forced to shut down as a resalt of imported sub-specification gasoline, it 
will be difficult to start up again. This will result in lost flexibility to supply domes 
tic markets and makes the country even more dependent on less secure foreign 
products.

We appreciate the opportunity to submit these comments, and, again, we urge the 
Committee to hold public hearings on H.R. 5455 and to fully consider its ramifica 
tions for the domestic refining industry. 

Sincerely,
CHARLES P. EDDY, 

Director, Government Relations.

USA PETROLEUM Co., 
Santa Monica, CA, May 15, 1.984. 

JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, Longworth 

House Office Building, Washington, DC.
DEAR MR. SALMON: USA Petroleum Company (USA) is a small independent refin 

er operating a 27,000 B/D refinery in Ventura, California. In addition we market 
petroleum products at the wholesale and retail level throughout the United States 
and Puerto Rico.

USA opposes any attempt to reduce tariffs on some imported gasoline blendstocks 
by specifically applying the finish gasoline tariff to materials outside the ASTM 
octane range and to some unfinished gasoline. This opposition is supported by the 
following reasons:

1. The reduction of cost of imports increase the competition to the small independ 
ent refiner, which must adhere to higher cost of manufacturing created by:

(a) The additional cost of equipment required for manufacturing products that 
eliminate the environmental emission to the atmosphere, which is not required by 
many foreign countries producing blendstockj.
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(b) 1 he specification standards of gasoline required by the States and national reg 

ulations reduces the yield of high return products from crude oil as well as increas 
ing the cost to produce.

2. Motor gasoline imports have increased from 158 M/BBLS a day in January, 
1981 to 233 M/BBLS a day in January, 1984.

Other unfinished petroleum products imports which include gasoline blending 
components have increased from 434 M/BBLS a day in January, 1981 to 685 M/ 
BBIS a day in January, 1984, a 60% increase in three years mainly at the expense 
of the independent refiners.

3. Approximately 85 refineries have been forced out of business or closed because 
of the imports and lower demand for gasoline since 1981. Of these 85 refineries we 
estimated better than 90% or 77 of these closures were independent refiners.

4. With all the closures mentioned above the refineries still running are only op 
erating at approximately 75% of capacity which is too low to encourage the expan 
sion or retrofitting refineries for efficient operation. Increased imports will only in 
crease this nation's dependence on foreign countries in the future.

In summary we urge the committee to hold open hearings on the very controver 
sial bill, H.R. 5455 to assess the economic impact on the complex petroleum product 
market.

The undersigned, Edward T. Smolarski, is a partner of USA Petroleum Company 
and is in charge of marketing and supply and is qualified to submit this letter on 
behalf of the Company. 

Sincerely yours,
EDWARD T. SMOLARSKI, 

Executive Vice President, Supply and Distribution.



H.R. 5462
To amend the Tariff Act of 1930 to provide that certain imports of plywood be ad 

mitted free of duty.
STATEMENT OF BRONSON J. LEWIS, EXECUTIVE VICE PRESIDENT, AMERICAN PLYWOOD

ASSOCIATION
SUMMARY

H.R. 5462 seeks to amend the Tariff Act of 1930 to permit Mexican softwood ply 
wood to enter the U.S. duty-free until June 30, 1988—or longer if governments of 
the two countries so negotiate.

On behalf of the U.S. softwood plywood industry, the American Plywood Associa 
tion strongly opposes the proposal.

The Association points out that while currently Mexican plywood shipments to 
the U.S. are small, H.R. 5462 could open the door to unfair competition from ply 
wood producers in Mexico and many other countries. Under existing procedures 
there are provisions for countries qualifying for Less Developed Country (LDC) 
status to import plywood to the U.S. duty-free. If H.R. 5462 were enacted, safeguards 
for the U.S. plywood industry concerning the volums of such shipments would in 
effect be removed, and many other countries would want to follow the Mexican 
precedent.

On behalf of the American Plywood Association, which represents the producers 
of more than 81 percent of the structural panels made in the United States, I wish 
to express strong opposition to H.R. 5462 introduced by Congressman Livingston to 
amend U.S. Tariff Schedules so that Mexican softwood plywood could enter the U.S. 
c""'v free until June 30, 1988. We also oppose the intent of H.R. 5462 to grant Mexi 
can softwood plywood duty-free status for a longer period "if governments of the two 
countries so negotiate."

BACKGROUND

Duty on Mexican softwood plywood imported into the U.S. is 20 percent, but 
Mexico has a Less Developed Country (LDC) status which permits it to ship plywood 
into the U.S. duty free until shipments exceed 50 percent of LDC totals.

In 1978, Mexico shipped $3.949 million worth of softwood plywood into the U.S.— 
out of a total $7.380 million by all LDC nations. Since 1978 Mexican shipments ex 
ceeded the 50 percent level of total LDC shipments, Mexico lost its LDC duty exemp 
tion in 1979 and all their shipments that year were subject to 20 percent duty.

Mexico's duty-free status was reestablished in 1980 and remains until shipments 
exceed 50 percent of total LDC shipments. An effort was made in 1983 to remove 
the 50 percent LDC restriction for Mexico but was unsuccessful.

In addition to tariffs, there are severe restrictions on the export of U.S. plywood 
to Mexico. Importers have rigid licensing requirements with added costs of as much 
as 35 pesos per kilo of product (about 70 cents/sq. ft. %-inch basis).

Mexico's current duty on softwood plywood (BTN 44.15-A001) is made up as fol 
lows:

15 percent ad valorem plus; 3 percent of duty assessed plus; 2 percent export de 
velopment fee.

Gross: 17.45 percent of Cost, Insurance & Freight (GIF)
IMPACT

The American Plywood Association concurs with the Mexican position that the 
volume of Mexican plywood imports into the U.S. currently represents a very small 
percentage of U.S. production. Estimated imports were 21.3 million square feet in 
1983, for instance, in a year when total U.S. plywood production exceeded 19.6 bil 
lion square feet.

Our opposition to H.R. 5462 is, most of all, on the issue of precedent. Existing 
United States law and tariff practice already provide generous incentives for ply-
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wood producers in the less developed nations under the procedures governing LDC 
status.

H.R. 5462 would, in effect, set asic the reasonable provisions of the LDC tariff 
schedules—provisions which favor the less developed countries while also recogniz 
ing to some degree the needs of U.S. plywood producers.

Enactment of H.R. 5462 would encourage many other plywood producers in less 
developed nations around the world to follow the Mexican precedent. What is now 
only a small threat to the U.S. producer could develop into substantial unfair for 
eign competition.

Mexican producers also claim that their U.S. shipments are not directly in compe 
tition with American plywood, as most of their U.S. markets are in the furniture 
industry rather than the construction industry, which is the primary market for 
American producers.

The American Plywood Association has received an increasing number of reports 
from several key U.S. construction markets indicating that more Mexican softwood 
plywood is finding its way into American home building.

Enactment of H.R. 5462 would be an incentive for increasing Mexican and other 
foreign plywood production intended for the U.S. construction markets.

We oppose H.R. 5462 cj unfair and capable of damaging our industry's domestic 
markets significantly, at a time when American plywood producers are struggling to 
recover from the worst recession in their history.

STATEMENT OF C. DONALD FISHER, VICE PRESIDENT, PUBLIC AFFAIRS, BOHEMIA INC.
Bohemia is a softwood products, company of approximately 2,000 employees locat 

ed in central Oregon and central California. We are particularly interested in this 
legislation since we operate two softwood plywood plants in Oregon. These plants 
directly employ 400-500 people plus supporting operations containing up to 200 
more employees. Our employees average wage is $13.25 per hour including all 
fringe benefits.

The softwood plywood industry in the United States is and has been in a recession 
for the last three years due to high interest rates and the subsequent housing 
slump. We already suffer from Canadian plywood imports in softwood due to the 
20% discount of the Canadian dollar. As you must know, the Mexican peso has been 
drastically devalued since the oil surplus of several years duration.

Mexican softwood plywood would be in direct competition with us in the Arizo 
na—Texas—California markets with a delivered cost of probably one-quarter to one- 
half of our current costs. Considering the state of our current plywood industry, Ca 
nadian imports, the housing situation, the entry of Mexican softwood plywood into 
pur traditional markets might be the death knell for our western softwood plywood 
industry- and the many small communities it supports.

We are totally against permitting Mexican softwood plywood to enter the U.S. 
duty free or without a considerable tariff.

FORT VANCOUVER PLYWOOD Co.,
Vancouver WA, May 3, 1984. 

Mr. JOHN J. SALMON,
Chief Counsel, House Committee on Ways and Means, 
Longworth House Office Bvilding, Washington, DC.

DEAR MR. SALMON: The following statement is submitted to you by the President 
and Chairman of the Board of Fort Vancouver Plywood Company, Vancouver, 
Washington 98666, phone number (206) 694-3368. This statement is submitted on 
behalf of the owner/workers and families of Fort Vancouver Plywood Company.

We have a profound concern regarding Congressman Bob Livingston of Louisiana 
introducing HR 5462 which would amend the Tariff Act of 1980 to permit Mexican 
softwood plywood to enter the United States duty-free.

The plywood and lumber industry of the United States has been in an economic 
slump for the past few years. The first quarter of this year showed some signs of 
recovery but as of April 15, 1984, we have experienced a deep slide in the plywood 
market.

High interest rates deter house building which reduces lumber and plywood 
demand, which causes an inventory build up, which causes a slowdown in produc 
tion, which also causes an increase in unemployment, which decreases tax revenues 
and increases deficit spending. Can we afford to compound the problem by increas-
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ing the supply of plywood by injecting an increase of lower cost plywood into the 
market?

Our recommendation is not to eliminate the duty on Mexican imports of plywood 
but rather to increase the duty both to Mexico and Canada or any other foreign 
country. Let's allow our products to be competitive. We realize that Congressman 
Livingston is concerned with the balance of trade. We are concerned with a bal 
anced P&L.

Respectfully, Board of Directors.
FRED J. LEBOUEF, Jr.,

President. 
BEN H. YETT,

Vice-President. 
ROBERT M. WHITE,

Secretary. 
ALFRED P. STOECKEL,

Treasurer. 
RAY A. MclNNis, 

Board Member. 
PARY PARISEAU,

Board Member. 
WILLIAM L. WASCHER, 

Board Member.

GEORGIA-PACIFIC CORP., 
Washington, DC, May 17, 1984. 

Hon. SAM M. GIBBONS,
Chairman, Subcommittee on Trade of the Committee on Ways and Means, 
House of Representatives, Washington, DC.

DEAR MR. GIBBONS: You have requested that interested parties comment on H.R. 
5462, a bill to afford duty-free treatment to certain softwood plywood imported from 
Mexico. We understand that you do not intend for the Subcommittee to take action 
on H.R. 5462—without first having heard oral testimony—if the bill proves to be 
controversial.

For the reasons set out below, we strongly oppose H.R. 5462.
Georgia-Pacific Corporation is a major forest products company and the leading 

producer of softwood plywood in terms of both volume and efficiency. Through our 
extensive distribution system, we serve softwood plywood markets in most areas of 
the United States, including the South and Southwest.

Although 1983 and early 1984 afforded Georgia-Pacific and other domestic ply 
wood i roducers some relief from the severe effects of the 1980-1982 recession, the 
forest products industry is now suffering as a result of depressed plywood demand 
and prices. Uncertainty exists as to future interest rate levels as well as the ability 
of the housing industry to sustain satisfactory levels of activity. As a result, compa 
nies other than Georgia-Pacific have recently announced mill shut-downs which in 
volve significant curtailments of plywood production. We are, therefore, extremely 
concerned about current efforts, as embodied in H.R. 5462, to exempt Mexican 
softwood plywood from the Generalized System of Preferences (GSP). The exemption 
which is sought would permit the duty-free importation into the United States of 
unlimited quantities of Mexican softwood plywood.

Title V of the Trade Act of 1974, 19 U.S.C. §§ 2461-2465, which established the 
GSP, is, unlike H.R. 5462, much more than a mere tariff reduction statute. While 
the GSP is designed to allow duty-free entry into the United States of eligible prod 
ucts from certain developing countries, the program incorporates important provi 
sions designed to avoid injury to U.S. industry and to insure that the benefits of 
GSP are enjoyed by those countries which most need them.

Section 501 of the Trade Act of 1974, 19 U.S.C. § 2461, for example, requires that 
in extending GSP treatment to any eligible article, the President consider "the an 
ticipated impact of such action on United States producers of like or directly com 
petitive products." Moreover, once duty-free treatment is extended to any product 
such as Mexican softwood plywood, adverse impacts on domestic producers of like or 
directly competitive products can provide the basis for the President to suspend 
duty-free treatment for the product in question 19 U.S.C. § 2464. H.R. 5462 would, of 
course, grant Mexican softwood plywood a wholesale exemption from the foregoing 
provision of the U.S. trade laws.

Equally important, H.R. 5462 would exempt Mexican softwood plywood from the 
so-called competitive need limitation of the Trade Act of 1974. That provision of the
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law, codified at 19 U.S.C. § 2464(c), denies GSP treatment to articles from an other 
wise eligible country which "has exported ... to the United States a quantity of 
any eligible article equal to or exceeding 50 percent of the appraised value of the 
total imports of such article into the United States during any caicndar year . . ."

The competitive need limitation was included in the GSP program for several im 
portant reasons: The competitive need formula is in general designed to provide an 
express requirement governing the withdrawal or suspension of preferential treat 
ment in th >« cases when it can no longer be justified on the grounds of promoting 
the development of an industry in a particular developing country. The formula 
would also require the President to withhold the initial granting of preferential 
treatment to a particular developing country which has already demonstrated its 
competitiveness in the article in question. The formula is also designed to provide 
more opportunities to the least developed countries.

Comm on Finance, U.S. Senate, Report on H.R. 10710, Trade Reform Act of 1974, 
S Rep No 1298, 93d Cong, 2d Sess 227, reprinted in [1974] U.S. Code Cong & Ad 
News 7186, 7358.

We are unaware of any legitimate justification for the exemption from the U.S. 
trade laws which H.R. 5462 would extend to Mexican softwood plywood. Therefore, 
we would strongly urge you, Mr. Chairman, not to take any action on the bill unless 
and until the proponents of the bill have, in hearings before your Subcommittee, 
established the propriety of such extraordinarily preferential treatment for the 
product in question. In addition, we would respectfully request an opportunity to 
participate, ourselves, in any such hearings. 

Very truly yours,
JOHN T. FERGUSON II, 

Director, Government Affairs, International Trade.

STATEMENT OF JIM T. GOTCHER, KAIBAB INDUSTRIES, PHOENIX, AZ

SUMMARY
1 am Jim T. Gotcher, President of Kaibab Distribution Company, a division of 

Kaibab Industries, headquartered in Phoenix, .irizona. This statement is in support 
of H R. 5462, a bill to amend the Tariff Act of 1930 to provide duty free imports of 
plywood from Mexico. Based on the quantity of plywood imported to the U.S. for the 
past five years, the limited market area in which the plywood is sold, the employ 
ment opportunities resulting from manufacture, and use of the commodity in the 
U.S., we feel that duty-free treatment will not harm U.S. producers of similar ply 
wood products.

IMPORT HISTORY

Kaibab Industries has been one of two U.S. companies which import Mexican 
forest products for wholesale and retail distribution in the U.S. Over the past 12 
years we have developed a stable base of customers who have come to depend on 
Mexican plywood as a part of their product mix. These customers are primarily lo 
cated in the Southwestern United States.

The product is unique in that it is a high quality pine plywood not readily avail 
able in the U.S., and is favorably accepted over other similar pl>wood products.

At this time, a limited amount of Mexican plywood is eligible to enter the U.S. 
duty free under the Generalized System of Preference. Even with this advantage, 
the amount imported over the past five years has averaged less than one percent of 
domestic production. Mexico has exported to the U.S. less than 50 percent of the 
total plywood imported by the U.S., although the TSUS category includes plywood 
products which are not destined for the same end use.

SOCIAL, ECONOMIC, AND POLITICAL IMPACTS

Most producers of Mexican plywood are located in the mountainous states in the 
northern part of Mexico . . . historically an economically poor section of the coun 
try. By maintaining a healthy forest products industry in that country, jobs are pro 
vided for Mexicans in Mexico, especially in those areas near the U.S. border which 
are vulnerable to immigrant worker problems. Mexican producers by plant machin 
ery and logging equipment from U.S. manufacturers, thus establishing markets for 
U.S. goods. Transporting the finished product to the nearest customer (the South 
west U.S.) has provided Mexican producers with efficient marketing, customers who 
pay U.S. dollars, and strong favorable international relations between the two coun-



tries, As this industry developes in Mexico, it will contribute to the country's bal 
ance of payments to the U.S., and enable exploration for export markets with other 
countries, rather than relying solely on the U.S.

Allowing duty-free treatment for a short time, as H.R. 5462 provides, would 
enable the Mexican producers to stabilize its industry, its labor force, and export 
marketing opportunities. When these capabilities occur, the Mexican industry 
should be able to compete world-wide, and the negotiated duty rate provided for in 
H.R. 5462 could be fairly evaluated, especially if the Harmonized System is in place.

DOMESTIC POLICY

Kaibab Industries believes in the spirit of free trade. H.R. 5462 seems in concert 
with the domestic industry's efforts to lower tariff barriers for i<s products abroad, 
such as the long-term project regarding lowering trade barriers for wood products 
entering Japan. If we pursue open markets in other countries, it is reasonable that 
other countries should expect access to ours.

O'CoNNOR & HANNAN, 
Washington, DC, May 18, 1984. 

Mr. JOHN.J. SALMON,
Chief Counsel, Committee on Ways and Means, House of Representatives, 
Longworth House Office Building, Washington, DC.

DEAR MR. SALMON: In response to the release #36 of the Subcommittee on Trade 
of April 23, 1984,1 am submitting this communication in support of H.R. 5462, a bill 
to amend the Tariff Act of 1930 to provide that certain imports of plywood be admit 
ted free of duty I do so in my capacity as Counsel to the Mexican Plywood Produc 
ers Association.

This letter is submitted at this time in conformance with the release requesting 
views and in lieu of a more complete statement which we had hoped to submit. 
However, in recent weeks there has been a strike in the plywood industry in 
Mexico. Negotiations of a new labor contract have prevented completion of a full 
explanation of the conditions which support the bill's favorable consideration by the 
Committee on Ways and Means. The President of the Mexican Plywood Association 
and some of his colleagues in the industry will be in Washington next week, and we 
will submit a complete statement on H.R. 5462 for consideration by the Subcommit 
tee on Trade and the Committee on Ways and Means by May 25.

H.R. 5462 would reclassify imports of plywood, with face ply of softwood from 
Mexico, presently dutiable under a basket classification, TSUS item No. 240.21, by 
creating a new item number and description applying solely to imports of plywood 
with a face ply of Mexican pine (with the species enumerated in the item descrip 
tion). The same rates of duty in columns 1 and 2 presently applicable to imports 
under item 240.21 would apply to imports under the new item, i.e., 20 percent and 
40 percent ad valorem, respectively.

H.R. 5462 also provides for the immediate suspension of the column 1 rate of duty 
of 20 percent ad valorem under new item 240.20 to June 30, 1988. This period of 
time from the date of enactment to June 30, 1988 would provide the opportunity for 
the negotiation of a U.S.-Mexico trade agreement with an exchange of mutually 
beneficial trade concessions.

Such an agreement, as authorized by H.R. 5462, could provide the United States 
with greater access in Mexico's markets for forest products and thereby gain recip 
rocal benefits for U.S. producers in exchange for a trade agreement rate applying to 
imports of plywood from Mexico. While the bill would permit the President to bind 
the duty free treatment of Mexican plywood imports, the President could establish a 
higher trade agreement rate, depending upon the nature of the exchange of conces 
sions with Mexico. In other words, in order for a rate of duty more favorable to im 
ports of plywood from Mexico than the existing 20 percent to continue to apply after 
June 30, 1988, the bill would require that a trade agreement containing an ex 
change of trade concessions would have to become effective by that date.

The approach of H.R. 5462 addresses both a classification and a marketing prob 
lem Mexican plywood producers face in selling in the United States. Imports of ply 
wood with a face of softwood under the existing TSUS item 240.21 are subject to the 
rather high rate of duty of 20 percent because the rate has historically applied to 
imports of such plywood from Canada. In fact, a rate of duty of 8 percent in lieu of 
the 20 percent was agreed to in the Tokyo Round, but that reduction was made sub 
ject to a separate agreement between the United States and Canada on a North



American standard definition of softwood plywood. No such agreement has been 
reached, and the date of duty under item 240.21 has remained at 20 percent.

Since Mexico and the United States have not successfully negotiated and imple 
mented a trade agreement in recent years, there has been no opportunity for Mexi 
can plywood producers to seek through the Government of Mexico a lower U.S. rate 
of duty in the context of a trade agreement.

Despite the maintenance of the 20 percent rate of duty, due to the potential sup 
plier position of Canada, imports from beneficiary developing countries are eligible 
for GSP treatment under item 240.21. Mexican plywood manufacturers have benefit 
ed from the duty free treatment of GSP, but under the pattern of imports, the 50 
percent (supplier) competitive need test effectively keeps such duty free exports 
from Mexico at very low levels of $4 million, or much lower when the duty free 
treatment is withdrawn under the GSP program.

The plywood exported from Mexico is of high quality and demands a premium 
price, mostly from U.S. furniture manufacturers. However, it is extremely difficult 
under these conditions, if not impossible, for Mexican plywood manufacturers to 
assume a stable supplier position in the multi-billion dollar United States market, 
where all imports of softwood plywood supply less than one percent of consumption.

In view of the constant threat of losing GSP duty free treatment, the Mexican 
plywood prodcuers are seeking a separate classification of their own species of 
softwood plywood, species not grown in Canada, and for the most part, species only 
grown in Mexico. In addition, these producers are seeking a more reasonable 
market access than posed by the 20 percent rate of duty.

Given the tremendous size of the U.S. market for softwood plywood and the 
proven competitive abilities of American plywood producers, who export in excess of 
$100 million annually, the enactment of H.R. 5462 constitutes no threat to the do 
mestic plywood industry. However, as indicated above, we request the opportunity 
to present further information and analysis by May 25. Such evidence will demon 
strate the benefits to United States buyers of Mexican softwood plywood and their 
customers to be gained from the increased access to the American market, and also 
will demonstrate the absence of any disadvantage to the producers of softwood ply 
wood in the United States.

We have discussed the position of the Mexican plywood producers with trade offi 
cials in the Executive Branch. While they have taken no formal position of the bill, 
we were informed that the Administration favors the implicit aproach of the bill of 
obtaining reciprocal and mutually beneficial concessions when greater access to the 
U.S. market is being considered. It is in the interest of both countries to pursue 
such trade agreement opportunities.

On behalf of the Mexican Plywood Producers Association, I respectfully request 
that the above comments and the additional statement to be submitted be brought 
to the attention of the members of the Committee on Ways for their favorable con 
sideration at the appropriate time.

Should you have any immediate questions concerning the issues raised in this 
letter, jplease contact Harry Lamar, Monticello Associates, phone 466-5490. 

Sincerely yours,
JOSEPH H. BLATCHFORD

STATEMENT OF VINCENT MARTIN, CHAIRMAN, POLITICAL ACTION COMMITTEE, MT.
BAKER PLYWOOD, INC.

We at Mt. Baker Plywood, Inc. in Bellingham, WA are a small plant formed in 
1950; with 240 employees. The thought of allowing Mexican Plywood into the U.S. 
duty free is nothing but replusive to us and should in our opinion not be permitted.

With interest rates going up to further slow down the housing industry now is not 
the time for relaxing any type of duty on forest products entering the United States.

Certainly with our high unemployment all across the country HR 5462 is a step in 
the-wrong direction.

Congressman, Bob Livingston can be more helpful to the American people whom 
he represents by a little effort on his part in the direction of encouraging the pacific 
rim countries to purchase our finished forest products rather than in the direction 
he now proposes.

Respectfully submitted.
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HUNDREDS TRY FOR A FEW JOBS
SALEM, Ore. (AP)—The chance to apply for one of a handful of jobs at Boise Cas 

cade Corp's Salem container plant lured hundreds of people out Friday to stand in 
line for several hours in damp, cool weather.

A clerk at the Executive Inn, where the applications were taken, said some appli 
cants were waiting when she arrived at 6 a.m. Applications were accepted starting 
at 1 p.m.

Three to seven people will be hired in July, said Dean Mitchell, plant general 
manager. The plant now has 58 hourly and 23 salaried workers.

MUI.TNOMAH PLYWOOD CORP.
St. Helens, OR, May 14, 1984. 

JOHN J. SALMON,
Chief Counsel, House Committee on Ways and Means, 
Longworth House Office Building, Washington, DC.

DEAR SIR: This letter is being written by W.W. E72ell, P.O. Box 599, St. Helens, 
Oregon 97051. The telephone number where I may be reached is 503-397-4300.1 am 
the President of Multnomah Plywood Corporation, a worker owned cooperative.

I am pragmatically opposed to HR 5462 which would amend the Tariff Act of 
1930 The present condition of the softwood plywood industry, particularly the Doug 
las Fir Plywood segment of this industry, is close to terminal T**e .nfusion of addi 
tional voiume without the protection of a tariff would render out situation impossi 
ble.

If one needs evidence of the effect of more products ol this nature on the market, 
then one need only study the grading changes that have allowed Southern Pine ply 
wood to compete on an equal basis with Douglas Fir.

In addition, we feel that the intrusion of Mexican softwood into the market place 
would only further reduce our ability to market the huge backlog of timber under 
contract in the Western Douglas Fir Region.

In summary, for those reasons stated above, we highly recommend, in fact insist, 
that legislation of this nature not be passed by Congress. Any further dilution of 
this market, which is very delicate and fragile at this point, would strike the final 
blow and result in extinction of our industry. 

Sincerely,
W.W. EZZELL, 

President.

STATEMENT OF WILLIAM SWINDELLS, JR., PRESIDENT AND CHIEF EXECUTIVE OFFICER, 
WlLLAMETTE INDUSTRIES, INC., PORTLAND, OREGON

Willamette Industries, Inc. is a medium-sized integrated forest products firm that 
makes a variety of wood and paper products at 57 plants in 14 states.

Among other products, our Building Materials Group makes Douglas fir plywood 
in Oregon and southern pine plywood in Louisiana. Markets for both of these prod 
ucts would be adversely affected by the passage of H.R. 5462.

Last year, the American panel industry produced a record number of structural 
panels. With high interest rates putting a damper on housing starts and industrial 
construction, plywood prices were depressed in a market awash with product. Build 
ing materials prices remain at low levels today, and within the past two weeks, sev 
eral building materials manufacturing facilities here in Oregon have announced 
curtailments, putting hundreds of Oregonians temporarily out-of-work. A similar 
threat exists in the Louisiana area of our operations.

Eliminating the tariff on Mexican plywood would only increase the supply of 
panels, exacerbating an already bad market condition. A loss of American jobs and 
production facilities could easily be the result in this current soft market.

Allowing one lesser developed country (LDC) to enjoy a tariff-free status on ply 
wood above the current 50 percent limitation will set a dangerous precedent for 
other LDC's demanding equal treatment with Mexico, and may result in capacity 
expansions in Mexico and other LDCs.

Mexico currently charges a 40 percent duty on plywood coming into Mexico from 
the U S. plus stiff additional non-tariff charges to restrict entry. Allowing Mexico to 
import plywood duty free is allowing unreasonable competition for U.S. plywood 
producers. I urge you to table further discussion of H.R. 5462.



H.R. 5469
To amend the Tariff Schedules of the United States in order to establish equitable 

duty rates for waterbed mattresses, liners, and parts thereof.
SHARRETTS, PALEY, CARTER & BLAUVELT, P.C.,

New York, NY, May 17, 1984-
Re Statement in Opposition to H.R. 5469.
JOHN J. SALMON, Esq.
Chief Counsel, Committee on Ways and Means,
House of Representatives, Longworth House Office Building, Washington, DC.

DEAR SIR: The attached statement in opposition to H.R. 5469, a bill "to amend the 
Tariff Schedules of the United States to establish equitable duty rates for waterbed 
mattresses, liners and parts thereof," is submitted by the law firm of Sharretts, 
Paley, Carter & Blauvelt, P.C., on behalf of our client, Intex Corporation, a United 
States manufacturer of polyvinyl plastic sheet and film, and an importer of wa 
terbed mattresses and liners from the Far Ejggt.

The statement opposes passage of H.R. 5469. A decision *\v the U.S. Government 
to increase the rate of duty on these articles, would be contrary w, ;•'' basic princi 
ples of free and fair trade; would invite retaliation from our trading partners; and is 
totally unnecessary, given the U.S. industry's ability to achieve substantial profits 
in a period of continued growth. In the absence of a formal finding that this indus 
try is being seriously injured by imported products, the Committee on Ways and 
Means should recommend that this bill not be enacted into law.

If the Committee has any additional questions regarding these comments, please 
contact the undersigned at our New York office. 

Respectfully submitted,
GAIL T. CUMINS.

Attachments.

STATEMENT ON BEHALF OF INTEX CORP. IN OPPOSITION TO H.R. 5469
These comments are submitted on behalf of our client, Intex Corporation, in oppo 

sition to H.R. 5469 which, if enacted, would increase the ad valorem duty applicable 
to imported waterbed mattresses and waterbed liners from the current rate of 2.4 
percent ad valorem to a rate of 40 percent ad valorem.

Intex Corporation, a United States company which has its headquarters offices in 
Long Beach, California, and a 700,000-square-foot plastics calendering facility in 
Corinth, Mississippi, employs over 600 American workers in the production of poly- 
vinyl plastic sheet and film, and wall coverings, and the development, marketing 
and sales of various plastics products and toys manufactured in the Far East. In 
cluded among the products imported by Intex are waterbed mattresses and liners 
produced in Taiwan.

If enacted into law, H.R. 5469 would have its desired effect: Intex Corporation and 
other waterbed mattress and liner importers would be prevented from importing 
these products into the United States, and those companies assembling waterbed 
mattresses and liners in the United States would have created an entirely closed 
market, free from all foreign competition. In the case of Intex Corporation, such a 
result would adversely affect its profitability and its ability to manufacture plastics 
at Corinth, Mississippi.

A decision by the United States to increase an import duty rate by 1667 percent— 
in the absence of any finding that the imported product has materially injured an 
American industry, either through fair or unfair competition—would be a clear 
signal to our trading partners that the United States has abandoned any intention 
to act in accordance with our international treaty obligations, and would invite re 
taliatory action against all products which American producers wish to sell abroad. 
If American waterbed mattress and liner assemblers are being adversely affected by 
import competition, they have the right to pursue their claims under various effec 
tive provisions of U.S. law, and subject their industry to formal factual findings of
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injury by the International Trade Commission. For example, whenever the Commis 
sion determines that increased importations of an article have been a substantial 
cause of serious injury or threat of serious injury to a domestic industry, the Presi 
dent, subject to congressional review, and in accordance with Section 203, Trade Act 
of 1974, can increase the duty rates applicable to, or impose quantitative restraints 
on, the imported article.

In the absence of such ~a finding of injury or of an injury determination rendered 
pursuant to U.S. law regarding unfair competition, any decision by the U.S. Govern 
ment to increase a rate of duty—without provocation and solely in response to a 
desire to completely eliminate all foreign competition--would undoubtedly result in 
our trading partners questioning our Government's oft-repeated commitment to 
principles of free and fair trade. Justified retaliation would result; American export 
ers would be injured; and an unnecessary trade war would be unleashed.

While the above-referenced general principles should provide sufficient reason for 
this Committee to reject H.R. 5469, a review of conditions of competition in the U.S. 
waterbed industry reveals that this industry has absolutely no need for the protec 
tion which would result from an increased duty rate.

In a petition dated June 1, 1983, the Waterbed Manufacturers Association (WMA) 
advised the Trade Policy Staff Committee (TPSC) that WMA members had experi 
enced a period of extraordinary growth and prosperity during the past 8 years. 
From 1975 through 1982, domestic waterbed mattress production increased 767 per 
cent from 263,000 to 2.3 million units; sales revenue increased 718 percent from $7.9 
million to $65 million; and gross profit increased 1302 percent from $1 million to 
$14.5 million. In 1982, the domestic industry experienced the most profitable year in 
its history, with gross profit as a percentage of jales reaching 22.24 percent, 28 per 
cent greater than the average for the prior 5-year period. And in 1982, the domestic 
industry utilized 54 percent of its continuously expanding production capacity, the 
highest capacity utilization rate in history.

Thus, by its own admission, the domestic industry is prospering, a result which is 
further evident from reviewing an article entitled "Waterbed Sales Increase 18 Per 
cent", which appeared in the October 1983 Waterbed Magazine (at page 40), at 
tached hereto as an Exhibit. In an industry where several manufacturers "don't 
even have an inventory and are shipping directly from the production floor", it is 
ludicrous to deprive American consumers of waterbeds and waterbed liners by 
eliminating imports by imposing a 40 percent rate of duty.

Based on these facts, it is not surprising that members of the domestic waterbed 
industry have chosen to eschew traditional methods of seeking import relief and, 
instead, have proceeded direc ly to Congress in hopes of convincing their Represent 
ative or Senator that duty rates should be increased. Clearly, these waterbed assem 
blers—who may themselves be substantial importers of the component materials 
comprising 60 percent of the value of a waterbed mattress—should not be allowed to 
succeed. The desire of a few businessmen to realize extraordinary profits by convinc 
ing Congress to effectively prohibit all import competition should not be allowed to 
prevail over the American consumer's need to purchase a quality product at a com 
petitive price; American exporters' needs to increase employment opportunities for 
American workers through shipments abroad; the manner in which our trading 
partners perceive the United States' commitment to its stated objectives of free and 
fair trade; and the traditional American economic policy of fostering competition 
among all businessmen who compete fairly in our marketplace.

In sum, in the absence of any formal finding, required by law, that the U.S. wa 
terbed and water mattress industry is being adversely affected by reason of imports, 
and in view of the substantial evidence that this industry is experiencing unprece 
dented growth and prosperity, H.R. 5469 should not be enacted into law.

Intex Corporation thanks the Committee for the opportunity to submit these com 
ments and will gladly submit additional evidence in support of its position upon re 
quest.
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Waterbed saSes 
increase 18 percent

More than two million walcrbcds 
were sold in Ihe United Stales in 
1982, an impressive increase ol 18 
percent over 1981. according to the 
latest Fads Consolidated survey ol 
walerbed manufacturers The results 
indicate manufacturers' sales ol 
nearly $800 million and retail sal^s ol 
over S1.S bil'ion lor Ihe walerbed 
itself, related furniture items, linens 
and bedding, heaters, chemicals, and 
accessories.

Total 1982 sales of mnersprmg and 
other conventional bed sets are 
reported to have declined by at least 
5 percent in unit volume, permitting 
waterbeds to make an even deeper 
penetration into the sleep equipment 
market. In 1982. there was approx 
imately one walerbed sold lor every 
five conventional mattress sets 
Rapidly rising walerbed sales in late 
1962 and early 1983 suggest that 
waterbeds will make an even deeper 
market penetration tms year since 
conventional bed set sales are re 
ported still to be sluggish

For the first time, survey results 
were adequate to permit tentative up 
dated measurements of the propor 
tionate sales of major walerbed 
components

Tha preliminary market survey 
results released in San Francisco at 
the WMA Convention, estimated that 
waterbed sales at retail in 1982 
reached S1.5 billion, an increase of 17 
percent This figure was based large 
ly on a telephone survey of leading 
manufacturers of vinyl watermat- 
(rtsses and heaters and on other sup 
plementary sources and factors.

More complete figures now in 
dicate ths sales of walermattresses 
•Ion* rose more than 21 percent, as 
did Ihe largest dollar waterbed com 
ponent, frames and casegoods The 
$1.'.-billion figure is now believed to 
b« a ii;ile low, but figures still do not 
reach S1 6 billion. Since walermat 
tress sales increased strongly toward 
the end ol 1932. not all of that mer 
chandise would yet have been re-

40 WneiBcil Mtgittnt I October 1983

TABLE I

Estimated Sales ol Waterbed Components 

1982

lYltrs' 
Sales 
(SMil)

S498

8G 
40 
80 
44 
32 
16

S798

Component

Frames and
casegoods
Vinyl mattresses
and liners
Soft-sides (hybrids)
Bedding
Healers
Chemicals and kits
Accessories and nmsc

Percent
of total

625

110
50

100
55
40
20

Helail
Sales
(SMil)

S 937

165
75

150
82
60
30

Total Waterbed Sales 100 percent S1.500

TABLE II

Types and Average Prices of Watermattresses Sold

Type of 
wate'-naltress

Total - All Types 

Not battled

For Conventional 
waterbeds

Not baffled

Baffled 
For soft-sided beds

Not baffled 

Baffled

Percent of Total

1000

405

937

389
54.8
63

16

4 7

100.0

415

58.5
100.0

254

74.6

Average 
Price
$34.21

$33.62 

22.81

41.30 
$42.98

35.05

45.68

fleeted in total 1982 walerbed sales 
at retail. However, this does brighten 
the prospects for further record sales 
at retail, as late 1982 production 
moves into dealers'hands And with 
early 1983 sales ol watermattresses 
still rising, this could signal still 
another banner year Several manu 

facturers reported (hat they don't 
even have an inventory and are ship 
ping directly from the production 
floor.

Sales of vinyl watermaltresses and 
liners are believed lo account for 
about 11 percent of total waterbed 
sales t
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STATEMENT OF RAYMOND P. DELRICH, EXECUTIVE DIRECTOR, WATERBED 

MANUFACTURERS ASSOCIATION

SUPPORTERS OF H.R. 5469

Air Bed, Inc. San Jose, CA; Albrass Enterprise Los Angeles, CA; Alien & Associ 
ates Fountain Valley, CA; American National Watermattress Corp. Orange CA- 
American Thermo-Seal Inc Gardena, CA; America The Elegant, Inc. Santa Ana, 
CA; Amtec Flotation Sleep Systems Pacoima, CA; Arizona Woodcraft, Inc. Phoenix,

Blue Magic Products Stockton, CA; Branwood Manufacturing Phoenix, AZ; Calco 
Imports-Exports, Inc. Gardena, CA; California Concepts Compton, CA; Catalina Fur 
niture Los Angeles, CA; Classic Corporation Jessup, MD; Custom Designs Buena

oH o vP83??81" Designs Anaheim, CA; Del-Astra Industries, Inc. Stockton, CA.
E & S Vinyl Santa Ana, CA; E.D.D.E.-Wavemaster Santa Ana, CA; Electrofilm, 

l"c- ya£ncla;. CA: TEvanAs M/g- Fremont, CA; Everbest Corp. Baltimore, MD; Goss 
A * £ ££" CorP-T Lo.s Ant*les, CA; Halkey-Roberts Corp. St. Petersburg, FL; Hold 
VTI Irc?11?88?'^ ITcelandla chlc°. CA; Kalex Chemical Products, Inc. Yardville, 
NJ; Kohkoku USA, Inc. Everett, WA; Ko-Wal Industries Temple City, CA; Kuss 
Corp. Findlay, OH; Lorts Mfg. Co., Inc. Tolleson, AZ.

Makers Mark-Morgan Wood Cloverdale, CA; Makers Mark-Morgan Wood Clover- 
dale, CA; Merada of San Francisco San Francisco, CA; Mid-Western Wood Products 
Springfield, OH; Monterey Manufacturing Carson, CA; Morgan Flotation Systems, 
Inc. Los Angeles, CA; N.C. Agency (U.S.A.) Antioch, CA; New World Mfg. Inc. Clo^ 
yerdale, CA; Oak Tree Furniture Co. Santa Fe Springs, CA; Pacific Frames, Inc. Los 
Angeles, CA; Pantasote Corp. Paasaic, NJ; George R. Putnam & Co. Atlanta, GA; RC 
Industries Pomona, CA.

Relax Technology Union City, CA; S.D.C. Manufacturing Bellflower, CA; S.R H 
Industries, Inc. Crystal, MN; Safeway Products, Inc. Middletown, CT; Sahara Indus 
tries, Inc Goodyear, AZ; Sheer Comfort Inc. San Jose, CA; Shorecrest Mfg. Long 
Beach, CA; Slumber Perfect Products Houlka, MS; Strobel Mfg. Jeffersonville, IN* 
Tite-Nites Inc. Redondo Beach, CA.
n-P"^ ?^,tes Watermattress Co. Hanover, MD; Vinyl Products Mfg., Inc. Carson 
S1^:, 1^^18^8 CorP- Atlanta' GA; Waterbed Frame Mfg. Co. Chicago, IL; Water- 
cloud Bed &. Huntingdon Beach CA; Waterworth, A. California Corp. Lawndale,
SfcJ âVt Wood ^"J'^S? X.alley City- UT= Westwood Mfg. Sun Calley, CA 
Woodstock Long Beach, CA; Wnght's Furniture Mill Provo, UT; Traub Mfg Co 
North Bend, OR.

SUMMARY

The American manufacturers currently competing in the U.S. waterbed market 
are the industry s pioneers worldwide. The industry originated in this country, and 
our manufacturers continue to be leaders in design and production technology. The 
domestic market for waterbeds is growing at a rapid pace, but domestic manufactur 
ers are losing sales to imports manufactured in countries such as Taiwan and 
Mexico where direct wage rates are $1.25 per hour and lower. In the last three 
years, imported waterbed liners have jumped to 63 percent of the U.S. market- we 
expect that number to reach 80 percent this year. More importantly, the offshore 
producers have now begun to expand their target to include the mattress market. 
We estimate that 20 to 30 percent of the mattresses sold today are imported- two 
years ago there were no imports of mattresses.

From the inception of the waterbed industry until 1982, imported waterbed mat 
tresses and liners, manufactured principally in Taiwan of PVC plastic, were classi 
fied as mattresses; the current tariff on mattresses is 9.4 percent. On July 26, 1982 
the Customs Service determined that these products were not mattresses and con 
cluded that they should be classified under a "basket category" as parts of furni 
ture; the current tariff on that classification is 2.4 percent.

In recent years, however, the tariff classification of waterbed liners and matU is 
es has not been a critical issue, for most imports have entered the United Sta . 
without duty under the Generalized System of Preferences. On June 1, 1983, the 
Waterbed Manufacturers Association filed with the Office of the United States 
Trade Representative a petition seeking the immediate withdrawal of these prod 
ucts from the GSP list. On March 27, 1984, the Office of the United States Trade 
Representative announced that the WMA petition had been granted and that, effec 
tive March 30, 1984, waterbed mattresses, liners and parts thereof would be as 
signed a new tariff classification, TSUS 727.5300, which would be ineligible for duty- 
free entry under the GSP. J



H.R. 54(59 would raise the duty on these products to 40 percent ad valorem, a level 
which is equitable and which does not foreclose foreign products from continued 
access to the U.S. market. The measure is "protectionist" only to the extent that it 
may permit the domestic manufacturing industry to continue to exist. A 40 percent 
duty does not give American companies a cost advantage, but rather merely reduces 
the currently insuperable cost advantage enjoyed by foreign producers. More impor 
tantly, H.R. 5469 would not, in WMA's opinion, add significantly to the price of wa- 
terbeds paid by consumers because we have reason to believe that many retailers 
may not have passed on to consumers, in the form of lower prices, the savings they 
enjoy by reason of their purchases of lower-priced imports.

Domestic manufacturers built this industry out of nothing and will not stand idly 
by and watch its demise. If a fair tariff is not imposed, these companies will move 
offshore themselves. Indeed, several have already done so. In the end, the thousands 
of Americans employed in this industry will be the losers.

Recommendation: The Waterbed Manufacturers Association and each of those 
companies listed in this support statement respectfully urge the Subcommittee's fa 
vorable consideration of H.R. 5469.

STATEMENT

H.R. 5469 is supported fully by each of the companies on whose behalf this state 
ment is submitted. While the majority of those companies are members of the Wa 
terbed Manufacturers Association (WMA), the noted supporters of H.R. 5469 also in 
clude a number of companies which are not members of the Association.

H.R. 5469 would increase the duty rate on waterbed mattresses and liners from 
the current level of 2.4 percent to 40 percent ad valorem. The WMA members who 
support this legislation account for approximately 90 percent of the domestic manu 
facture of those products.

Not all of WMA's members produce mattresses and liners, however. Other end 
products include furniture, heaters, accessories, linens, hardware, bed frames and 
wall decorations. Each of those segments of the industry, through its membership in 
WMA, supports H.R. 5469. Without this much needed tariff increase, the domestic 
manufacturers of waterbed mattresses and liners will be forced to close their doors, 
leaving several thousand Americans unemployed.

While some may label this legislation "protectionist", it does not deserve the neg 
ative connotation which generally accompanies that term. H.R. 5469 would protect 
American jobs in an industry founded and nurtured in America, but it would do so 
without excluding foreign products from the U.S. market. A 40 percent duty could 
raise the wholesale price of an imported king size watermattress to approximately 
$16.53. The comparable domestically produced mattress costs the U.S. manufacturer 
(before profit) approximately $17.40; the price to retailers would approach $21.00. 
Thus, were a 40 percent duty imposed, an American retailer could still purchase the 
imported product for less than the domestic product. The presence of that duty, 
however, would make the domestic product more competitive and would enable the 
domestic waterbed mattress industry to continue to operate.

THE WATERBED INDUSTRY

Waterbed mattresses and liners, the products addressed in H.R. 5469, are made of 
polyvinyl chloride (PVC) plastic sheeting. A liner is typically a single sheet of PVC 
plastic with welded corners; the liner serves a a layer of protection between the 
mattress and the bed frame. Liners are sold at retail from $6.00 to $20.000 per unit.

The mattress itself is also manufactured from PVC sheeting. Rolls of the sheeting 
are cut to a desired configuration and then, through the use of various heat-sealing 
procedures, formed into a mattress which will hold water. The cutting and welding 
processes are very labor intensive and, due to the characteristics of the vinyl, are 
not susceptible to automation or the use of robots. A basic king size waterbed mat 
tress retails for $40 to $150.

The waterbed industry was born in the United States about 15 years ago. It was 
then, and continues to be, an industry characterized by small to medium-sized com 
panies founded and operated by entrepreneurs who took a risk on what, in the 
1960's was considered a fad market. During the early and mid-1970's this small 
group of American entrepreneurs invested their time and financial resources, most 
often without earning a profit, to convince the American consumer that the wa 
terbed was not a passing fad. By the end of the 1970's that effort had paid off. The 
waterbed industry had become accepted as a legitimate segment of the bedding in 
dustry. Indeed, for every 100 mattress sets sold in the United States in 1983, at least
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18 were watebeds. Manufacturers of waterbed mattresses and liners, literally 2- and 
3-person shops in the late 1960's, employed in excess of 2,000 workers in 1983.

Unfortunately for those entrepreneurs and their employees, several manufactur 
ers of plastic inflatibie products located in Taiwan saw the dramatic increase in the 
U.S. waterbed market as an opportunity to expand their product line. Realizing that 
the manufacture of waterbed mattresses and liners was labor intensive and required 
technology no different than that which they already employed, they began to 
produce waterbed liners. By 1982, 67 percent of the waterbed liners sold in this 
country were manufacturered abroad, primarily in Taivan. In an expanding 
market, domestic manufacturers' sales were plummeting.

Having captured virtually the entire liner market, the offshore manufacturers 
then turned their attention to waterbed mattresses. Imported mattresses accounted 
for a negligible percentage of the U.S. market in 1982. By 1983, however, imported 
mattresses, again primarily from Taiwan, were valued at approximately $23.5 mil 
lion, or 21 percent, of the total U.S. market of $112 million. Together the Taiwanese 
and Mexican facilities already in production have fie capacity to supply a market 
several times the size of the U.S. market. Absent the imposition of a reasonable 
duty, it is not unreasonable to predict that domestic producers will difippear within 
serveral years.

While the U.S. market is expected to grow in 1984, the domestic producers' share 
of that growing market will decrease. As market share decreases, the downward 
pressure on prices generated by less expensive imports will result in increased losses 
by the domestic industry. In an effort to survive, a number of companies have al 
ready gone offshore. If H.R. 5469 is not enacted, more will follow. American work 
ers, a number of whom have already been laid off, will be the losers in the end.

The Offshore Advantage
Most disturbing to American manufacturers is the fact that they are virtually 

helpless in the face of offshore competition which arose only after the U.S. market 
was developed. Those who support H.R. 5469 endured the unpiofitable start-up 
phase of the waterbed industry in this country. They refined waterbed design, im 
proved production technology and convinced the American consumer to accept the 
idea of flotation sleep. Now, after that groundwork has been completed, manufactur 
ers in Taiwan and Mexico, taking advantage of their insuperable cost advantage, 
have stepped into reap the benefits which legitimately belong to the American de 
velopers of the industry.

The American waterbed market, by far the largest in the world, continues to 
grow, but domestic manufacturers are losing sales to imports at an increasing rate. 
The attraction of the imported product to American wholesalers and retailers is fun 
damental: price. Producers located in Taiwan and Mexico, enjoying substantial ma 
terial and labor cost advantages, are able to wholesale their products in the U.S. for 
less than it costs an American company to manufacture comparable products. In 
other words, the offshore manufacturer's price for products delivered in the U.S., 
which price includes profit, is less than domestic production cost.

For example, a king size waterbed mattress which costs the average domestic 
company $17.40 to produce, costs the Taiwanese only $9.74. Taiwanese companies 
have offered to sell these mattresses in the United States for $12.00 per unit. At 
tached as Exhibit A is a cost comparison which shows the $2.96 material cost advan 
tage, the $2.25 labor cost advantage, and the $3.12 overhead cost advantage enjoyed 
by the Taiwanese One sees a total cost advantage of $7.66 on a product which the 
Taiwanese offer for sale at $12.00. The American manufacturer's cost exceeds the 
Taiwanese price by $5.40, or 45 percent of that price. Were a 40 percent duty ap 
plied to the hypothetical customs value of $11.33 ($12.00 invoice price minus $.67 
transportation cost), an additional $4.53 would be added to the wholesale price, 
bringing it to $16.53, an amount still less than the American producer's cost.

If cost comparisons are made for waterbed liners and queen size mattresses, the 
results are the same. The Taiwanese have offered king size liners for $2.22 delivered 
in the U.S.; the comparable product costs the domestic manufacturer $3.32. A queen 
size mattress which costs the U.S. producer $16.00 to produce is being offered for 
sale by a Taiwanese manufacturer at $11.34.

Clearly then, the domestic industry is at a competitive price disadvantage. The 
reasons for that disadvantage are several. First, the offshore competition comes not 
from small businesses, but rather from corporate giants. Intex Plastic Sales Co. is a 
subsidiary of Long Beach, California-based Intex Corp., a conglomerate with esti 
mated annual sales of $125 million. Intex Plastic, which manufactures waterbed

30-600 0-85-39
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mattresses and liners in Taiwan, predicts that it alone will have 50 percent of the 
U.S. waterbed business by 1936.

The Mexican manufacturer of waterbeds is a subsidiary of Ohio Mattress Co., the 
world's second largest bedding manufacturer. We understand that Ohio Mattreps' 
Tyuana, M..X.'- -, Tacility currently produces waterbed liners and parts of mattresses. 
Wi'th acl Utional equipment, however, that single facility is large enough to support 
the production of enough waterbed mattresses to supply up to 40 percent of the 
entire U.S. market.

IF the size of the offshore competitors were the only obstacle confronting the do 
mestic industry, a tariff increase might be neither necessary nor warranted. Labor, 
material, and overhead advantages enjoyed offshore are the factors which weigh 
heavily in favor of a tariff increase.

A WMA survey in 1983 determined that the average direct hourly wage paid to 
domestic workers in this industry is $5.29. This figure does not include any amount 
for employer-paid benefits. By comparisoln, the Taiwanese waterbed industry work 
ers are paid $1.00 per hour and less. The Mexican workers are paid approximately 
$1.25 per hour and less. Stated differently, the amount that the average Taiwanese 
or Mexican employee is paid for his 48 hour work week is little more than that paid 
to an American employee for a single 8-hour shift. Even the U.S. minimum wage 
jevei is more than three times the labor rate paid by offshore manufacturers. In an 
industry in which labor accounts for almost 20 percent of total production cost, a 
500 percent labor cost advantage is significant.

The offshore material cost advantage is even greater than the labor cost advan 
tage. A king size mattress requires approximately 14.2 pounds of vinyl. In 1983, do 
mestic waterbed manufacturers paid $0.67 per pound, or $9.58, for the domestic 
vinyl necessary to produce a mattress. In Taiwan, the price was $0.49 per pound, or 
$7.00. Today, the prices are approximately $0.10 per pound higher. In Mexico, the 
price lies somewhere between $0.60 and $0.67 per pound. A 28 percent material cost 
advantage is extremely significant in an industry in which approximately 60 per 
cent of the cost of production is attributable to material.

Finally, the Taiwanese manufacturers' overhead advantage is significant due to 
the virtual absence of workmen's compensation, unemployment, social security, and 
other similar contributions which are required of employers in this country. While 
some employee taxes exist in Mexico, they are significantly less than those paid in 
the United States.

To summarize, the offshore cost advantage is insuperable and is not likely to 
change. The Taiwanese, able to charge less and still make a profit, have captured 
virtually the entire waterbed liner market. Unless the duty rate is increased, the 
waterbed mattress market will soon be lost as well.

History of Tariff Treatment
Until quite recently, all waterbed mattresses and liners entering the United 

States from aborad were classified under TSUS 727.8630 as mattresses of other than 
cotton. The current rate of duty on that classification is 9.4 percent ad valorem.

On July 26, 1982, however, the Customs Service changed its position, concluding 
that waterbed mattresses and liners were not mattresses, but rather were "parts of 
furniture, not specially provided for, of rubber or plastics," under TSUS 727.5000. 
The current duty on that classification is 2.4 percent ad valorem.

Because both customs classifications were eligible for preferential treatment 
under the Generalized System of Preferences, and the sources of waterbed mattress 
es and liner imports were countries eligible for duty-free entry under the GSP, no 
duty was assessed upon those goods.

On June 1, 1983, the Waterbed Manufacturers Association filed a petition with 
the Office of the U.S. Trade Representative seeking the removal of waterbed mat 
tresses and liners from the list of goods eligible for the GSP. On March 27, 1984, 
U.S. Trade Representative William Brock announced that the WMA petition had 
been granted. Thus, effective March 30, 1984, waterbed mattresses and liners were 
assigned a new tariff classification, TSUS 727.5300, and goods entering the country 
thereunder are not eligible for GSP treatment, but rather are to be assessed a duty 
of 2.4 percent ad valorem, the same rate as would have been assessed under TSUS 
727.5000.

Effective o:"H.R. 5469
Were the tariff on waterbed mattresses and liners to be raised to 40 percent, 

WMA submits that the ability of offshore manufacturers to capture the entire U.S. 
market would be reduced, but their ability to compete effectively in this country
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would be unaffected. After assessment of a 40 percent tariff, the price of the import 
ed product to retailers would still be less than that which could be quoted by a do 
mestic manufacturer. The domestic industry believes, however, that it could retain 
a significant percentage of its customer base by relyir.^ upon shorter delivery times, 
proximity, ease of post-sale service and other non-price variables. Those customers 
whose purchasing decisions are based solely or primarily upon price could and 
would continue to buy the less expensive imported merchandise.

WMA submits that the effect of a tariff increase upon consumers will be as mini 
mal as that felt by the .oreign manufacturers. In the waterbed industry, retail 
prices are generally twice those charged at the v,hrlesale level. Thus, prior to the 
availability of cheaper Taiwanese mattresses, a domestic mattress that wholesaled 
for $24.00 was usually sold at retail for approximately $48.00. With the influx of 
Taiwanese mattresses at $12.00 per unit, many domestic manufacturers have low 
ered their prices to barely profitable levels in the $20.00 range. Retailers apply their 
customary mark-up, selling the domestic product to consumers for $40.00.

Most important, however, is the fact that we have reason to believe that a majori 
ty of the imported mattresses may also be selling at retail for up to $40,00. In other 
words, it is WMA's belief that many retailers have not passed on to the consumer 
the savings they have experienced due to purchases of less expensive imported prod 
ucts. If that is the case, it is the domestic wholesale price, not the import wholesale 
price, which will determine the retail price for domestic and imported waterbed 
mattresses.

Thus, if a 40 percent duty raises the wholesale price of an imported mattress to 
$16.50, or even to $19.00 or $20.00, the higher domestic wholesale price should still 
act as a cap upon retail prices. WMA sincerely believes that a 40 percent duty on 
imported mattresses and liners will have little or no effect upon the prices consum 
ers pay for those products at retail.

Effect of No Duty Increase
If a 40 percent duty is imposed, neither foreign manufacturers nor American con 

sumers will suffer to any appreciable degree. If, on the other hand, the duty re 
mains at its current 2.4 percent level, the domestic companies who founded this in 
dustry will be forced either to abandon the waterbed business altogether or to move 
offshore themselves. Several members of WMA are now purchasing mattresses and 
liners from Taiwan and at least three WMA members have opened manufacturing 
facilities in Mexico. The trend is clear: absent and equitable duty rate which will 
facilitate fair competition, the American pioneers of the waterbed business will 
become a part of history. As a consequence, the uskilled and ^ami-skilled workers 
they employ will find themselves without work.

Conclusion
The American businessmen whose companies are endangered by low cost imports 

of waterbed mattresses and liners testified before the GSP Subcommittee of the 
Trade Policy Staff Committee, Office of the U.S. Trade Representative, in Septem 
ber 1983. They stated at that time that, out of a need to survive, they will move 
offshore if an equitable duty is not imposed upon waterbed mattresses and liners. 
These statements are not meant as "threats", but rather as statements of economic 
reality. Indeed, in the eight months since the GSP hearing, several additional do 
mestic manufacturers have been forced to set up offshore production facilities.

WMA truly believes that H.R. 5469, as its preamble states, provides for "equita 
ble" tariff treatment of waterbed mattresses and liners. Assessment of the bill s 40 
percent rate of duty (1) would still give the foreign manufacturers a price advan 
tage, (2) would not seriously affect the prices consumers pay at retail, and (3) would 
permit the founders of this industry to continue to manufacture waterbed mattress 
es and liners in the United States. In a comparative sense, the bill is more than 
equitable, for waterbeds exported to Mexico and Taiwan are assessed duties of 65 
and 60 percent, respectively.

The members of the Waterbed Manufacturers Association who support H.R. 5469 
feel that their industry and its problems are unique. WMA's position is different 
from those in other industries who seek domestic content legislation; our members 
are not making huge profits and our employees are not being paid $20 per hour. The 
waterbed industry does not lag behind the foreign competition due to a failure to 
modernize production facilities or to develop new technology; our members are the 
leaders worldwide in those areas. WMA does not seek to eliminate foreign competi 
tion altogether; our members took substantial risks in the late 1960's, endured the
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unprofitable years of the industry's infancy and now, when the industry has gained 
acceptance and legitimacy, see the market being lost to imports.

The supporters of H.R. 5469 have come to the Congress, and have not chosen al 
ternative avenues of potential relief, for several reasons. First, they believe that in 
Congress their views will receive impartial consideration. Secondly, it is only from 
Congress that permanent relief of the type necessary to save this industry can be 
obtained. Finally, the companies who are literally fighting to survive in a most com 
petitive marketplace do not have the financial resources necessary to pursue to a 
successful conclusion their rights under the trade laws.

In the final analysis, the jobs of American workers are at stake. Admittedly, the 
domestic waterbed mattress and liner industry is not a "large" employer when com 
pared to other industries. The waterbed industry is, however, a growth industry 
and, without H.R. 5469, the opportunity for growth^ and the employment of addition 
al Americans will be denied.

The Waterbed Manufacturers Association and each of the companies listed herein 
respectfully urge the Committee to give favorable consideration to the passage of 
H.R. 5469.

EXHIBIT A 

MANUFACTURING COST COMPARISON-KING SIZE WATERMATTRESS

United 
Slates Taiwan

Material:
(.67/lb.) Vinyl Blue-93" x 20 mil. (.49/lb.)... ..................................... .................................. $9.58 $7.00

" Valve and label......................................................... ........................... ..... ....... ............ .40 .20
Box............................................................... .. .................. ............... ..... ........ ................... .24 .20
Polybag................................... ............. ....................... ...................................................... .08 .08
Patch kit and warranty card....................................................................................................... .23___.09

Subtotal... ............ ....................................... . ..... ................................ ....................... 10.53 7.57

Labor:
(8.00/hr.) Set-Up (1.00/hr.)........ ........................................... ......... . ..... ..... ...... .10 .03
Manufacturing............................... ................................................. .................. ................ 2.90 .72

Subtotal.. ......................... ........................... ............. ......... ............................ 3.00 .75

Production cost per unit.................................... . ........ ........... ....... ..................... ................ 13.53 8.32
Manufacturing burden....... ....................... ............................ .. .................................................. 3.87___.75

Subtotal.... .. ....... ......... .............................................................. ........................ 17.40 9.07
Freight to United States............ ..................... .......... ............. ........................ ..... ' .67

Total..... ............................. ......... ........................... .......... .. ......... ... ................ 17.40 9.74

1 freight is calculated as follows the shipping cost per container is $1,400 A container can hold 1,200 cubic feet of cargo Since a packed
mattress takes up 55 cubic feet, a container holds a minimum of 2.100 mattresses $1,400 divided by 2.100 equals $67 per mattress.



CERTAIN TARIFF AND TRADE BILLS

THURSDAY, JUNE 21, 1984

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS,

SUBCOMMITTEE ON TRADE,
Washington, DC.

The subcommittee met at 9 a.m., pursuant to notice, in room 
B-318, Rayburn House Office Building, Hon. Sam M. Gibbons 
(chairman of the subcommittee) presiding.

[The press release announcing the hearing follows:]
(Press release No. -It, Tuesday. June 12, 1!W.||

HON. SAM M. GIBBONS (D., FLA.), CHAIRMAN, SUBCOMMITTEE ON TRADE, COMMITTEE 
ON WAYS AND MEANS, U.S. HOUSE OF REPRESENTATIVES, ANNOUNCES HEARINGS ON 
CERTAIN TARIFF AND TRADE BILLS, JUNE 21,1984
The Honorable Sam M. Gibbons (D., Fla.), Chairman of the Subcommittee on 

Trade of the Committee on Ways and Means, U.S. House of Representatives, today 
announced that the Subcommittee will hold public hearings on Thursday, June 21, 
1984, on certain tariff and trade bills that provide for permanent duty-free entry, 
duty reduction, temporary suspension of duty, duty increase, classification changes, 
and other bills (written comments previously requested in Subcommittee press re 
leases #29, #35, and #37). The hearings will be held in room B-318 Rayburn 
House Office Building, beginning at 9:00 a.m.

Officials from interested Executive brand agencies will be the first witnesses. 
Testimony will be received from interested private sector witnesses.

The tariff and trade bills on which testimony will be received are listed below:
H.R. 3159 (Mr. Gibbons): To require that cus' ms duties determined to be due 

upon a liquidation or reliquidation are due upon t/at date, and for other purposes.
H.R. 4178 (Mr. McKinney): To amend the Tariff Act of 1930 to increase from $250 

to $1,500 the value of goods eligible for informal entry, and for other purposes.
H.R. 5182 (Mr. Bonkor): To amend the Tariff Schedules of the United States to 

clarify the duty treatment of certain types of plywood.
H.R. 5228 (Messrs. Gibbons, Conable, Vander Jagt, and Frenzel). To authorize the 

acceleration of staged rate reductions proclaimed to carry out trade agreements.
H.R. 5418 (Mr. Frenzel and Ms. Mikulski): To amend section 641 of the Tariff Act 

of 1930, and for other purposes.
H.R. 5455 (Mr. Glickman): To amend the Tariff Schedules of the United States to 

clarify the classification of unfinished gasoline.
H.R. 5625 (Mr. Wyden, et al.): Requiring the Commissioner of Customs to establish 

a customs district known as the Columbia-Snake Customs District.
H.R. 5751 (Mr. Gejdenson): To extend for 2 additional years the suspension of duty 

on uncompounded allyl resins.
H.R. 5783 (Ms. Kaptur). To suspend for a 3-year period the duty on certain metal 

umbrella frames.

DETAILS FOR SUBMISSION OF REQUESTS TO BE HEARD

Requests to be heard must be made by telephone to Harriett Lawler (telephone 
(202) 225-3627] by noon Tuesday, June 19, 1984. The request should be followed by a 
formal written request addressed to John J. Salmon, Chief, Counsel, Committee on

(601)
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Ways and Means, U.S. House of Representatives, Room 1102 Longworth House 
Office Building, Washington, D.C. 20515.

In view of the limited time available to hear witnesses, the Subcommittee may 
not be able to accommodate all requests to be heard. Those persons and organiza 
tions not scheduled for an oral appearance will be encouraged to submit written 
statements for the record of the hearing. All persons requesting to be heard, wheth 
er they are scheduled for oral testimony or not, will be notified as soon as possible 
after the filing deadline.

It is urged that persons and organizations having a common position make every 
effort to designate one spokesman to represent them in order for the Subcommittee 
to hear as many points of view as possible. Time for oral presentations will be strict 
ly limited with the understanding that a more detailed statement may be included 
in the printed record of the hearing. This process will afford more time for Members 
to question witnesses. In addition, witnesses may be grouped as panelists with strict 
time limitations for each panelist.

In order to assure the most productive use of the limited amount of time available 
to question hearing witnesses, witnesses scheduled to appear before the Subcommit 
tee are required to submit 100 copies of their prepared statements to the full Com 
mittee office, room 1102 Longworth House Office Building, at least 24 hours in ad 
vance of their scheduled appearance. Failure to do so may result in the witness 
being denied the opportunity to testify in person because of the large number of 
bills involved.

Each written statement to be presented to the Subcommittee or any written state 
ment submitted for the record must contain the following information:

1. The name, full address, and capacity of the person submitting the statement las 
well as a telephone number where he or his designated representative may be 
reached);

2. A list of any clients or persons, or any organization on whose behalf the state 
ment is submitted; and

3 A topical outline or summary of the comments and recommendations in the 
statement.

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE

Persons submitting a written statement in lieu of a personal appearance should 
submit at least six (6) copies of their statement, by close of business, Thursday, June 
21, 1984, to John J Salmon, Chief Counsel, Committee Ways and Means, U.S. House 
of Representatives, Room 1102 Longworth House Office Building, Washington, D.C. 
20515. If those filing written statements for the record of the printed hearing wish 
to have their statements distributed to the press and the interested public, they may 
provide 100 additional copies for this purpose to the Committee office before the 
hearing begins.

Chairman GIBBONS. We have got lots of ground to cover with our 
own material, and we have even more ground to cover because of 
the tax conference going on at the same time, and I will try to keep 
this thing running steadily.

This morning's hearing will address the tariff and trade bills. Al 
though a number of other tariiT and trade bills are under active 
consideration by this subcommittee, the press of time does not 
permit us to hold hearings on every bill.

However, because we have received detailed written statements 
from interested parties, and the administration on most of these 
bills, we feel that we have sufficient information upon which to 
make an informed and reasoned judgment, but there are some bills 
that are not on today's hearing list.

It is my intention to schedule a markup session on the tariff and 
trade bills next week. Because of the large number of witnesses we 
have this morning, I would urge each witness to briefly summarize 
their testimony, essentially what you have to tell us is what is the 
need and how your bill fills that need or solves that need.
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Our first witness this morning is Ambassador Robert E. Lighth- 
izer, who is Deputy U.S. Trade Representative. He is here to testify 
on H.R. 5228.

We will be hearing this morning Ambassador Lighthizer first be 
cause he has another engagement this morning. We will hear from 
Congressman Bonker, who was to chair a hearing at 10 a.m., fol 
lowed by Congressman Gejdenson and the administration panel 
and the remainder of the witnesses scheduled.

Good morning. Just take off and start.
STATEMENT OF AMBASSADOR ROBERT E. LIGHTHIZER, DEPUTY 

U.S. TRADE REPRESENTATIVE
Mr. LIGHTHIZER. Thank you, Mr. Chairman.
Mr. Chairman and members of the subcommittee, I appreciate 

the opportunity to present the administration's position on the Re 
ciprocal Tariff Reduction Acceleration Act of 1984.

This bill is necessary to implement the U.S. contribution to the 
trade liberalization steps agreed to last year at the Williamsburg 
summit. At that time, we, along with the EC, Japan and Canada, 
agreed to mutually accelerate the implementation of the staged re 
ductions negotiated during the Tokyo round of multilateral trade 
negotiations. Each of the four countries is taking the domestic 
steps necessary to give effect to this agreement as quickly as possi 
ble. Our trading partners are watching with interest this congres 
sional process with a view toward simultaneous acceleration of 
their Tokyo round tariff cuts later this year.

If enacted, this bill would enable the President to accelerate, on 
an annual basis and for not more than a year at a time, the staged 
rate modifications set out in the Tariff Schedules of the United 
States. However, such accelerated tariff cuts could be proclaimed 
only upon a Presidential determination that the EC, Japan, and 
Canada will simultaneously implement similar acceleration of 
tariff concessions.

The bill would work in the following manner: On the date of pas 
sage in 1984, the President would be able to proclaim the immedi 
ate application of the rates scheduled to be effective January 1, 
1985, only if he determines that our principal trading partners will 
simultaneously take similar action. On January 1, 1985, the Presi 
dent would be empowered to proclaim the rates effective January 
1, 1986, conditioned upon his determination that the others will do 
the same. This procedure would continue each year until the com 
pletion of all scheduled tariff reductions both here and abroad.

The staged tariff reductions agreed to during the Tokyo round 
represent a significant step toward a more open trading system. 
The negotiations achieved an average tariff cut on industrial prod 
ucts of nearly 40 percent for the EC, 42 percent for Canada, and 62 
percent for Japan.U.S. tariffs, on the other hand, were reduced by 
an average of only 31 percent.

The Trade Act of 1974 required that the U.S. duty reductions be 
phased in over a period of 8 years to enable domestic interests to 
absorb them without any abrupt business or worker displacement. 
The annual tariff cuts range between 0.1 to 2 percentage points. 
One year acceleration of U.S. staged rates would merely reduce the
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8-year phasing period to 7 years, thereby doubling the tariff cut for 
only 1 year.

We need to be careful not to overstate the economic conse 
quences of the legislation. With average worldwide tariffs of devel 
oped countries on industrial products at 4.2 percent, tariffs remain 
economically significant in only a few sectors. In light of the dol 
lar's strength since 1980, early implementation of the Tokyo round 
tariff package will benefit U.S. exports only at the margin and will 
not dramatically affect the overall position of our domestic indus 
tries. It would, however, be an important symbolic gesture in sup 
port of the open trading system.

In closing, I would also like to stress that this bill requires the 
President to make a determination that our major trading partners 
are taking the same steps toward acceleration of their Tokyo round 
tariff commitments as we are. Japan, the EC, and Canada have 
publicly affirmed their intent to accelerate annual staged reduc 
tions in step with the United States. Japan implemented its 1985 
scheduled rates in April of this year, while the Canadians and Eu 
ropeans are prepared to accelerate their tariff cuts simultaneously 
with us. We will carefully review the progress of these countries 
toward implementing accelerated staging before we advance any 
reduction in U.S. tariffs. We strongly believe that acceleration 
must be taken by each partner among the principal trading na 
tions in an identical fashion. The United States will not make con- 
cessioas-alpne.

Mr. Chairman, the proposed bill reflects the commitment of the 
United States, the EC, Japan and Canada to an open multilateral 
trade system. It translates this commitment into specific actions 
aimed at dismantling trade barriers and promoting economic 
growth. We urge its early passage. Now I would be happy to re 
spond to any questions the subcommittee members may have.

Chairman GIBBONS. Thank you. Sounds like a reasonable idea, 
particularly since we have such an advantage over others in all of 
this. But Mr. Ambassador, one of the main arguments used by the 
textile industry in opposing tariff acceleration is that it would 
remove one of the forms of leverage for renewal of the fiber ar 
rangements which expires in 1986.

They point out that the snap-back provision which automatically 
restores present MTN duties on textiles, if textile import restric 
tions are not in place, will no longer apply once MTN cuts are 
phased in by January 1, 1986.

Do you have a response to this argument?
Mr. LIGHTHIZER. We are aware of that criticism, Mr. Chairman. 

It is our hope that the President will take that into consideration 
when he makes his determination as to whether or not to acceler 
ate the next step in the staging.

Also, I would add that our staff is looking at other possible statu 
tory changes that would help to reestablish that leverage which we 
understand is important to the textile industry.

Chairman GIBBONS. Thank you very much. I support the move, 
and hope we can get it done.

Mr. LIGHTHIZER. Thank you, Mr. Chairman.
Chairman GIBBONS. Is Congressman Bonkc. here? Here he is. 

Don, you are the next witness. We will take up Congressman Bon-
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ker's bill, H.R. 5182, to amend the Tariff Schedules of the United 
States to clarify the duty treatment of certain types of plywood, 
and you may proceed as you wish.

STATEMENT OF HON. DON BONKER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON

Mr. BONKER. Thank you, Mr. Chairman, so much for this oppor 
tunity to have a few moments this morning. I am going to be very 
brief, and offer my statement for the record.

Chairman GIBBONS. Certainly, it will be included in the record.
Mr. BONKER. And remind the chairman that when he is in Seat 

tle next month, we will show him a piece of plywood so he can see 
the distinction that I want to point to today.

Chairman GIBBONS. I am looking forward to it.
Mr. BONKER. Mr. Chairman, the legislation I have offered is in 

tended to deal with some definitional problems in the law about 
categories involving imported wood products. The bill would do 
this, in effect, by changing slightly the definitions for plywood and 
building boards. Presently, because of a definitional poblem those 
categories overlap, and allows the Canadians to export what in 
effect is plywood to the United States under a definition of building 
board. They do this simply by putting an edge on the plywood, the 
result of which is that they benefit by about a 10-percent reduction 
on tariff.

I don't think anybody is doing anything wrong in this process, I 
think the Customs Service probably is making a proper interpreta 
tion of the tariff law and the Canadians are doing what any export 
ers would do under the circumstances to try to find a way of get 
ting the product in as cheaply as possible. In any case, I think that 
plywood is plywood is plywood, and if it is coming in as plywood, it 
ought to be treated accordingly, and the tariff imposed accordingly.

The definition for building board states that its panels of rigid 
construction, including tiles and insulation board are chiefly used 
in the construction of walls, ceilings or other parts of buildings. 
This is a rare definitional term, because normally, when we talk 
about tariff definitions, we are talking about composition. In this 
particular case, the definition relates to application rather than 
composition.

But in any case, what my bill would do is first create a single 
category for plywood and second, with respect to building board, 
make some changes so that we can carry out its original intent— 
that is, to use it as a residual category for wood sheets that do 
meet the definitions of plywood wood veneer or cellular panels.

Mr. Chairman, members of the industry will be represented this 
morning, and they have some of the technical information if the 
coiTimittee desires to go into in further detail, but I will conclude 
my remarks at this point.

[The prepared statement follows:]
STATEMENT OF HON. DON BONKER, A REPRESENTATIVE IN CONGRESS FROM THE STATE

OF WASHINGTON
I appreciate this opportunity to present my views on H.R. 5182, a bill which I in 

troduced to revise the U.S. Tariff Schedules with respect to plywood products. I
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want to thank this Subcommittee for scheduling this hearing and giving active con 
sideration to this proposal.

Mr. Chairman, this bill would correct what I believe is an irregularity in the 
tariff categories for plywood—one which is having damaging ancl unfair conse 
quences for the manufacturers of some plywood products in the region which I rep 
resent.

Stated quite simply, the U.S. Tariff Schedule for plywood includes a separate cate 
gory for sheets that are "chiefly used in the construction of walls, ceilings, or other 
parts of buildings." That description of usage fits virtually all plywood sheets, and 
therefore this category (245.80) duplicates and overlaps with the plywood category 
(240.21). The current effective duty on the latter is about 20 percent, but it is only 
about 10 percent on the former. Result: certain plywood sheets are entering the 
country as "building boards" under 245.80, while other sheets of plywood with the 
same or similar principal uses are coming in under 240.21.1 believe these categories 
should be consolidated into one because the distinction between them is false, and 
allows plywood to enter the United States at a level of duty below what has been 
intended and negotiated for plywood.

That, Mr. Chairman, is the effect of H.R. 5182. It creates a single tariff category 
for plywood sheets, regardless of their principal use, and makes the "building 
board category what I believe it was originally intended to be—a residual category 
for wood sheets that do not meet the definitions of plywood, wood-veneer, or cellular 
panels.

I am aware that several criticisms have been made of this proposal, and I would 
like to address them. First, the criticism has been made that this bill would have 
the effect of preempting an existing case in the U.S. Court of International Trede. 
Such a case is admittedly pending before that court. The question before the court, 
however, is whether the Customs Service is correctly interpreting the Tariff Sched 
ule. The problem, I believe, is not so much with Customs' interpretation as with the 
Tariff Schedule itself. The Tariff Schedule is set by legislation, and the Congress has 
every right to revise and improve by amendment at any time regardless of any 
pending judicial cases. Indeed, I would contend we have an obligation to dp so, par 
ticularly when judicial cases take so long to resolve. In the highly competitive build 
ing materials business, particularly smaller producers can be put out of business in 
the time it takes to correct inequities in the trading system. As this Subcommittee 
has proposed in its own Trade Remedies bill, we need to streamline international 
trade remedy procedures to better enable our companies to compete effectively. In 
international trade, top, justice delayed is often justice denied. In this case, I believe 
legislative remedies will be more expeditious than deferring to the courts.

The criticism has been made, Mr. Chairman that this bill would violate U.S. obli 
gations under GATT by, in effect, altering a tariff to which we are bound under our 
trade agreements, and by departing from acceptable procedures under the GATT. I 
do not agree with that charge. Each nation has a right under the GATT to formu 
late its own tariff schedule, and to make clarifying revisions in it. The effect of this 
revision would simply be to apply to all plywood sheets the duty we intended should 
apply to plywood. It would increase the duty on some products only to the extent 
that they have been miscategorized as building sheets when they are in fact ply 
wood sheets. In short, we have a perfect right to correct our own errors of product 
classification under the GATT, and that is all I am proposing to do. The intent of 
this legislation is not to raise or lower the tariff either on plywood or on building 
boards, but only to do a more accurate job of distinguishing between the two.

Finally, Mr. Chairman, the criticism has been made that there are insufficient 
economic reasons to make this tariff schedule improvement—that it has not result 
ed in significant economic injury. I'm not sure that economic injury is a relevant 
standard in attempting to clarify the Tariff Schedule. However, in fact, particularly 
small plywood producers in the area I represent have been injured. They cannot 
compete with the plywood sheets that enter the country under the reduced tariff for 
building boards I will leave it to the industry representatives testifying today to es 
timate more precisely the exact volume of this trade. Admittedly, it is a small pro 
portion of total trade in plywood. I see no reason, however, why we should have to 
wait for massive levels of trade and economic injury when the problem is our own 
misformulated tariff categories.

Once again, Mr Chairman, I appreciate this opportunity to present my views on 
this matter of urgent economic importance to the plywood industry in the pacific 
Northwest, and I urge the Subcommittee to take favorable action on this legislation.

Chairman GIBBONS. I know in my briefing book that the Depart 
ment of Commerce opposes the provision of your bill, and the sum-
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mary of their opposition is this: Perhaps you don't have the infor 
mation, but maybe the industry can supply it. The Commerce says 
the industry initiated a case regarding the classification of plywood 
as building boards with the U.S. Court of International Trade in 
August of 1983, and a decision should be made by the court some 
time this fall or shortly thereafter.

The industry has yet to exhaust the applicable administrative 
remedies and should continue to pursue those remedies rather 
than enacting legislation.

I don't know if you are familiar with that argument of theirs or 
have a response to it?

Mr. BONKER. Is that Customs or Commerce?
Chairman GIBBONS. Department of Commerce.
Mr. BONKER. I am aware of one suit that is pending. The suit is 

in the Customs Court, and it is brought, I believe, by the plywood 
industry against the Government. But again, I am not sure that 
the Government is making a poor judgment based on the present 
definition.

I think that is the responsibility resides more with Congress. We 
are really not changing the tariff, what we are trying to do is make 
sure that definition for plywood is clear and unequivocal and then 
the definition for building boards is clear and unequivocal, so we 
don't have the overlapping problem.

Chairman GIBBONS. I look forward to being out in your area with 
you and to look over the problems of the industry and looking at 
those particular sheets of plywood that we are talking about. Per 
haps we can get this legislation moving.

Mr. BONKER. Thank you again, Mr. Chairman, for allowing me to 
appear.

Chairman GIBBONS. Happy to have you.
Mr. Gejdenson, come forward, you are the next witness here.

STATEMENT OF HON. SAM GEJDENSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CONNECTICUT

Mr. GEJDENSON. I am going to be very brief, Mr. Chairman, I am 
sure you have got a full day ahead of you.

Chairman GIBBONS. We have several days ahead in one.
Mr. GEJDENSON. What we have here is a problem you helped us 

address last time around, in 1982, with H.R. 4566. This time, we 
introduced legislation 5751.

The primary problem is that uncompounded allyl resin, which is 
used in the manufacture of a product in my district has to be im 
ported from Japan, since it is the only place in the world that it is 
made. When this tariff was originally put in place there was an 
American producer, but the American producer went out of busi 
ness some years ago. American users of the product have tried to 
get another American manufacturer to go into the business, but 
they have not been successful in this effort.

This tariff simply makes our product less competitive when we 
export it, and places our firms at a real disadvantage. If we have to 
pay a 9-percent tariff on the resin, and a Japanese company is 
m iking the same kind of circuit board with that material, for ex-
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ample, they get a 9-percent advantage. In today's competitive for 
eign market, that 9 percent can make the difference.

I thank you for giving me this time and giving this this legisla 
tion consideration. I will be happy to answer any questions.

[The prepared statement follows:]
STATEMENT OF HON. SAM GEJDENSON, A REPRESENTATIVE IN CONGRESS FROM THE

STATE or CONNECTICUT
Thank you, Mr. Chairman, for providing me with the opportunity to testify today.
As you know, I have introduced legislation, H.R. 5751, which would extend for two 

additional years the suspension of duty on uncompounded allyl resins. Back in 1982, 
Mr. Chairman, you included a two year suspension of this duty in H.R. 4566, which 
later became Public Law 97-446. The circumstances which led to the original sus 
pension remain unchanged, which is why I am requesting an extension here today.

To give some background, the Rogers Corporation, 01 Rogers, Connecticut, has 
been making diallyl phthalate (DAP) engineering plastics for a variety of electronic 
and electrical applications for over twenty years. A major ingredient in the molding 
material formula is DAP prepolymer, an uncompounded allyl resin, which until 
1979 was manufactured by both the FMC Corporation here in the United States and 
the Osaka Soda Company of Japan. In early 1980 FMC elected to discontinue pro 
duction of the DAP prepolymer, leaving Osaka Soda the only producer in the world. 
The Rogers Corporation, and the three or four other companies affected by the situ 
ation have attempted to encourage likely domestic sources to produce this prepo 
lymer, but these attempts have not been successful.

Prior to the suspension of duty, the Rogers Corporation was paying a 9% duty on 
the import of this allyl resin, costing them approximately $115,000 per year. Due to 
an estimated 15% increase in their usage of this substance, a reimposition of the 
duty would cost the Corporation about $125,000 per year.

I believe that an extension of this suspension is imperative for a variety of rea 
sons. First of all, since there is no domestic producer of uncompounded allyl resins, 
there is no need to safeguard an American company through imposition of a duty. 
Secondly, the duty is being passed on to the customers of Rogers and the other com 
panies that use this material, most of whom supply electronics parts and assemblies 
to Department of Defense prime contractors. These contractors build the higher cost 
into the military equipment they are manufacturing, and ultimately it is the tax 
payer who pays the bulk of the duty. Finally, a significant amount of the materials 
produced, at least by Rogers, are exported. The duty adds to their costs, and makes 
it more difficult for them to compete abroad, at a time when competing in foreign 
markets is already problematic.

For these reasons, Mr. Chairman, I urge the Subcommittee to favorably report 
this bill.

Thank you.
Chairman GIBBONS. Well, thank you. We have not yet received 

any response from the administration, but I am sure we will have 
one, and perhaps at thai time, we will have some more questions 
for you.

But as I recall, we passed this one before, haven't we?
Mr. GEJDENSON. Yes, we passed it 2 years ago, we are very appre 

ciative of your help then.
Chairman GIBBONS. I will tell you, one of the big problems we 

have got, we have got roadblocks over in the Senate. I hope we can 
pass this in the House this year, and I want to pass it through the 
House and Senate. We are having real problems with some of those 
Senators over there.

I will talk with you a little more privately about that.
Mr. GEJDENSON. All right.
Chairman GIBBONS. Thank you very much.
We have a panel—why don't we ask the Commerce panel, U.S. 

Trade Representative panel, and Trade Commission all to come for 
ward to the table here and they can address all nine of the bills.



609

We will ask you to go through them one at a time, then we will 
come back and hit the proponents and opponents of the bill.

We are going down, this sheet that you have in front of you. All 
of you can speak or one of you can speak. I hope somebody will 
speak, as we go through these, and when you do speak identify 
yourself so that the clerk will record the appropriate name and 
your agency.

Let's take up H.R. 4178, by Mr. McKinney. Let's see, what is the 
agency position on Mr. McKinney's bill?
STATEMENT OF LOUIS J. MURPHY, ACTING DIRECTOR, OFFICE 

OF INDUSTRY ASSESSMENT AND TRADE DEVELOPMENT, 
INTERNATIONAL TRADE ADMINISTRATION, U.S. DEPARTMENT 
OF COMMERCE, ACCOMPANIED BY BARBARA A. STEINBOCK, 
INTERNATIONAL ECONOMIST, AND TOM GILLETT
Mr. MURPHY. Good morning, Mr. Chairman, I am Louis J. 

Murphy from the Department of Commerce.
On H.R. 4178, the administration agrees that the value of goods 

eligible for informal entry needs to be raised.
We would have no objection to enactment of H.R. 4178 if it were 

amended as I will outline. In addition, we suggest that section 2 be 
revised to provide an effective date 15 days after date of enact 
ment. This short delay would give the U.S. Customs Service time to 
notify its field offices and the public of the details of the new law.

In anticipation of proposals to raise the informal entry level, the 
Department of Commerce consulted with members of the Industry 
Advisory Committees on the advisability of raising the informal 
entry level, the appropriate level to which it should be raised, and 
problems that might be encountered should the level be raised.

We mailed to these industry advisers an explanation of a bill 
being considered by the U.S. Customs Service and requested their 
comments.

The results of that survey show that the greatest concern cen 
tered on avoidance of import-quota programs and potential loss of 
statistical data for import-sensitive products.

There was some negative reaction to raising the informal entry 
level above $1,000.

Our industry advisers supported an increase to $1,000 if the tex 
tile, apparel and leather goods industries and products subject to 
import relief were exempt from the increase.

The support from the textile, apparel and leather goods indus 
tries was further predicated on the assumption that statistics 
would continue to be collected and published in convenient form on 
those products exempt from the increase.

We think that the comments of the Industry Advisory Commit 
tee members should be taken into account in revising H.R. 4178.

We also think that language in H.R. 4178 should carefully de 
scribe the products exempt from any informal entry increase in 
order to make it easier for Customs to enforce. We recommend that 
H.R. 4178 be revised to include the language currently in section 
205 of H.R. 3398, as reported by the Senate Finance Committee, 
which describes the exemptions that would be applicable.
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We within the Department of Commerce think that we have re 
solved the problem of providing adequate data on imports of prod 
ucts subject to exemptions from the increase. To accommodate user 
needs for data on sensitive import shipments, the Bureau of the 
Census proposes to create a special monthly report, in microfiche 
and in the same format as currently shown in the IM 145-X, pro 
viding aggregate totals for excepted commodities.

These aggregate totals would be drawn from the regular statisti 
cal reports and from separate compilations of items valued below 
$1,000.

Data on imports of excepted items would be provided in this 
report for all shipments valued over $250. It would be presented by 
7-digit TSUSA number, by country of origin, and by Customs dis 
trict of entry, making it convenient for users to monitor the 
volume of imports.

Users of these statistics would have available to them in one 
report information on total import levels for excepted commodities. 
We think that this monthly report will meet the needs of industry.

In the case of textiles and apparel, the Bureau plans to continue 
to include data on excepted imports in the textile register tape and 
textile quota reports which currently are available through the 
Office of Textiles and Apparel and in the textile net tape which the 
Office of Textiles and Apparel uses to produce the performance re 
ports on bilateral agreements.

Chairman GIBBONS. Any other comments?
Mr. MURPHY. Mr. Robert Schaffer, Assistant Commissioner for 

Commercial Operations of the U.S. Customs Service does have a 
few comments.

Mr. SCHAFFER. I have a prepared statement which I will offer for 
the record.

Chairman GIBBONS. We will put that in the record.
STATEMENT OF ROBERT P. SCHAFFER, ASSISTANT COMMISSION 

ER, COMMERCIAL OPERATIONS, U.S. CUSTOMS SERVICE, AC 
COMPANIED BY RICHARD H. ABBEY, CHIEF COUNSEL
Mr. SCHAFFER. I would like to briefly summarize.
If this bill is enacted, it is Customs' plan initially to adopt by reg 

ulation an informal entry limit of $1,000. This represents almost 
exactly the effect that inflation has had on the value of the current 
$250 limit since it was set by Congress in 1953.

Approximately 22 percent of the number of forma! entries proc 
essed by the Customs Service in the last fiscal year, 1.2 million out 
of 5.3 million total, were for merchandise valued at more than $250 
but less than the $1,000 limit we would like to adopt.

However, these same entries represented only 0.5 percent, $1.1 
billion out of $233 billion total, of the value of the merchandise im 
ported subject to formal entries during that same period.

As a result, a substantial portion of the time that Customs, and 
importers, spend on preparation and review of formal entries is 
spent on a disproportionately minuscule fraction of the total value 
of imported merchandise.

Raising the informal entry limit to $1,000 would save Customs 
approximately $10.5 million, based on figures which show that in
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the last fiscal year, it cost Customs $1.71 to process an informal 
entry compared to $10.74 for a formal entry.

Although we are not able to estimate the dollar savings to pri 
vate industry which this change would produce, we do estimate 
that time savings would be between 200,000 and 300,000 hours per 
year.

I must point out that these benefits would be substantially di 
minished by the language of H.R. 4178. The exemptions from the 
increased limit are so extensive that the change is almost meaning 
less.

We do not believe that these exemptions are needed in order for 
Customs to administer quantitative restrictions, quotas, or anti 
dumping and countervailing duty laws.

We recommend strongly that the language added by the Senate 
in section 205 of H.R. 3398, as reported out by the Senate Finance 
Committee, be substituted for the language of H.R. 4178.

Essentially, the Senate version applies the $1,000 limit for infor 
mal entry on all merchandise except textile goods, which we recog 
nize to be a special case, certain leather goods, furniture, certain 
rubber and plastics products, and other articles subject to import 
relief.

Chairman GIBBONS. In other words, you are saying if the Senate 
would send us back that bill, we could get this done?

Mr. SCHAFFER. Essentially, that is correct.
Chairman GIBBONS. I hope you will tell some of the Senators 

that.
Mr. SCHAFFER. That would conclude the remarks.
[The prepared statement of Mr. Schaffer concerning H.R. 4178 

follows:]
STATEMENT OF ROBERT P. SCHAFFER, ASSISTANT COMMISSIONER (COMMERCIAL 

OPERATIONS) U.S. CUSTOMS SERVICE
Mr. Chairman, I am Robert Schaffer, Assistant Commissioner of Customs for 

Commercial Operations. With me today is Mr. Richard Abbey, Chief Counsel of the 
Customs Service. We are pleased to be here to offer the views of the U.S. Customs 
Service on H.R. 4178, a bill which would amend section 498 of the Tariff Act of 1930 
(19 U.S.C. 1498) to increase the limit on value of goods eligible for informal entry 
from $250 to $1,500.

Under section 498, when the aggregate value of a shipment meeting the require 
ments of regulations issued by the Secretary does not exceed the amount specified 
in this section, the informal entry procedure may be used. The informal entry proce 
dure requires no bond and no formal appraisement of the goods, and permits the 
entry document to be filled out by the Customs inspector, who then examines, ap 
praises, classifies, and releases the merchandise to the iiiip,i. - upon payment of 
duty and taxes. This proposal would not only decrease tne buc.Jo. " unappraised, 
unliquidated entries, but it would also benefit small importers in time and money 
savings.

Currently, goods entered into the United States valued at over $250 are subject to 
formal entry procedures. An importer, or authorized agent such as a customs 
broker, presents an entry or immediate release document, invoice(s), evidence of 
right to make entry, and, as appropriate, other documentation to enable Customs to 
examine the goods, ensure their admissibility, and to release the goods. A surety 
bond, in the form prescribed by regulations, is required. Within ten working days 
following release of the goods, either the importer or his authorized agent is re 
quired to file entry summary documentation and estimated duties and taxes as ap 
propriate. The entry summary documentation consists of the documents presented 
to obtain release of the goods, plus the entry summary, the Customs Form 7501. The 
information filed with this documentation must be adequate for Customs to classify 
and appraise the merchandise, and to verify the statistical information required by
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the Bureau of the Census. Exceptions to these general procedures exist for special 
classes of merchandise, such as goods subject to quota.

Goods valued at less than $250 may be entered under informal entry procedures. 
An importer or authorized agent presents an informal entry to Customs, along with 
appropriate invoices and documents, and the proper amount of duties and taxes. 
The informal entry is reviewed, the collection is made, and the informal entry is 
immediately liquidated. No surety bond is required. The merchandise must, of 
course, meet all admissibility criteria. It should also be noted that the amount of 
information and paperwork required for an informal entry is significantly less than 
for a formal entry. In addition, statistical verification and reporting are not re 
quired.

If this bill is enacted, it is Customs' plan initially to adopt by regulation an infor 
mal entry limit of $1,000. This represents almost exactly the effect that inflation 
has had on the value of the current $250 limit since it was set by Congress in 1953. 
Approximately 22 percent of the number of formal entries processed by the Customs 
Service in the last fiscal year (1.2 million out of 5.3 million total) were for merchan 
dise valued at more than $250 but less than the $1,000 limit we would like to adopt. 
However, these same entries represented only 0.5 percent ($1.1 billion out of $233 
billion total) of the value of the merchandise imported subject to formal entries 
during that same period. As a result, a substantial portion of the time that Cus 
toms—and importers—spend on preparation and review of formal entries is spent 
on a disproportionately minuscule fraction of the total value of imported merchan 
dise. Raising the informal entry limit to $1,000 would save Customs approximately 
$10.5 million (based on figures which show that in the last fiscal year it cost Cus 
toms $1.71 to process an informal entry compared to $10.74 for a formal entry). Al 
though we are not able to estimate the dollar savings to private industry which this 
change would produce, we do estimate that time savings would be between 200-300 
thousand hours per year.

I must point out that these benefits would be substantially diminished by the lan 
guage of H.R. 4178. The exemptions from the increased limit are so extensive that 
the change is almost meaningless. We do not believe that these exemptions are 
needed in order for Customs to administer quantitative restrictions (quotas) or anti 
dumping and countervailing duty laws. We recommend strongly that the language 
added by the Senate in section 205 of H.R. 3398, as reported out by the Senate Fi 
nance Committee, be substituted for the language of H.R. 4178. Essentially, the 
Senate version applies the $1,000 limit for informal entry on all merchandise except 
textile goods, which we recognize to be a special case, certain leather goods, furni 
ture, certain rubber and plastics products, and other articles subject to import relief.

We believe that the justification for increasing the informal entry limit is strong. 
The $250 ceiling on informal entries currently in the law was set in 1953. It repre 
sents what a Congress sitting three decades ago, at a time when the volume of inter 
national trade was a small fraction of what it is today, thought was an appropriate 
level to exempt from formal entry requirements. It is wholly inappropriate today, in 
view of the expansion of international trade, the effects of inflation, and foreseeable 
limitations on Customs' resources. Furthermore, in the near future, Customs will 
implement its automated commercial system which will permit 100 percent process 
ing and statistical reporting of informal entries as well as formal entries. This 
system will substantially improve the coverage and timeliness of our statistical re 
porting, and represents one more reason to increase the informal entry limit now.

Mr. Chairman, that concludes my statement. Mr. Abbey and I shall be pleased to 
answer any questions you may have.

Chairman GIBBONS. Thank you very much. Are there questions 
of the panel on this bill?

If not, staff tell me it would be probably easier maybe for us if 
we would go down this blue sheet.

Mr. MURPHY. Could we take up the remainder of the non-Cus 
toms Service bills and in particular start with the H.R. 5455?

Chairman GIBBONS. That is gasoline bills?
Mr. MURPHY. Yes, sir; Mr. John Ray, Assistant U.S. Trade Repre 

sentative, will be presenting the testimony on that bill.
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STATEMENT OF JOHN RAY, ASSISTANT U.S. TRADE 

REPRESENTATIVE FOR EAST-WEST TRADE
Mr. RAY. The administration has no objection to the intent of 

H.R. 5455. In our letter to the committee of May 23, we have made 
some technical drafting suggestions which we believe would make 
this proposal easier for the Customs Service to administer.

It is our understanding that if enacted, this bill would correct an 
anomaly in the tariff schedules whereby intermediate petroleum 
used as motor fuel is dutiable at a rate significantly higher than 
the rate applicable to motor fuel.

This anomaly discourages domestic processing and encourages 
importation of the finished product. Prior to a recent classification 
decision by the U.S. Customs Service, the product covered by this 
bill was treated as a motor fuel dutiable at 1.25 cents per gallon at 
the equivalent of 1.8 percent.

Customs has recently reclassified this product as a chemical mix 
ture dutiable at 11.1-percent ad valorem. This is the equivalent of a 
sixfold increase in the average ad valorem equivalent duty on the 
product.

H.R. 5455 would restore the prior tariff treatment.
This product, known as unfinished gasoline, is supplied mainly 

by the People's Republic of China. Imports over the last 3 years 
from China have averaged approximately $300 million a year.

This is China's largest single export item to the United States. 
The 11.1-percent tariff may well eliminate this trade completely. 
We believe that this tariff increase would have the effect of dis 
rupting the current status of our bilateral trade relationship with 
the PRC and might adversely affect our export interests,

H.R. 5455 would restore the situation that existed prior to the 
Customs classification decision. It is our understanding that this 
bill has the support of the majority of the domestic industry, both 
the major producers and the independents.

While we understand that some opposition to enacting H.R. 5455 
has been expressed, we are of the opinion that the consequences for 
U.S. motor fuel processors and the potential adverse consequences 
to U.S. exporters, of letting this reclassification stand will be more 
severe than the consequences of enactment of this bill.

Thank you, sir.
Chairman GIBBONS. Is there a bill over in the Senate connected 

to our tariff bill like this?
Mr. RAY. Not that I am aware of, no, sir.
Chairman GIBBONS. One of my members has asked me to propose 

this question or pose this question to the Department of Commerce. 
It says, this committee has been provided with a statement regard 
ing the competition problem created for U.S. domestic independent 
refiners by the imports of subspecification gasoline produced by 
less efficient foreign facilities that could not compete if located in 
this country.

The administration is apparently assisting other industries 
which have made similar cases such as automobiles, steel, motorcy 
cle and so forth—what is the administration doing or planning to 
do about the issues raised by those refining companies and the as 
sociation that is supposed to testify today, this is the first question.

30-600 0-85-40
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Second question, assuming the claims of efficiencies are accurate, 
doesn't this industry represent one of those that should be protect 
ed from the less efficient noncompetitive foreign refined product?

Mr. RAY. Mr. Chairman, the bill which we are looking at now is 
not a bill which is opening up U.S. industry to foreign trade. It is a 
bill which would restore the status quo which has governed U.S. 
trade in this particular product for a good number of years and 
under which a significant amount of trade with an important trad 
ing partner has developed.

We are not aware, and there is no allegation of unfair trading 
practices on the part of the major exporter, the People's Republic 
of China, in this area.

Our feeling is that the advantages to U.S. industry of maintain 
ing a source of low-octane blending fuel and the advantages to U.S. 
trade in general of maintaining an open and healthy trading rela 
tionship with the People's Republic of China, are such as to recom 
mend this bill favorably to our attention.

Chairman GIBBONS. What prompted Customs to change the defi 
nition and when did it change it?

Mr. RAY. I am not sure what prompted Customs to do that. It 
was a standard review of the classification.

Chairman GIBBONS. What does Customs have to say?
Mr. GILLETT. Tom Gillett, I am in the Department of Commerce. 

In order to apply the duty assigned to motor fuel, the product must 
conform to certain standards—ASTM standards. If standards are 
changed, for example by EPA, then what formerly qualified as a 
motor fuel, does not now qualify. The standards were in fact 
changed in February.

In addition to that, I think the gasoline that was coming in from 
China never really qualified due to low octane, but it was allowed 
to come in as motor fuel anyway.

Mr. RAY. My understanding is that this was not ever used as a 
motor fuel directly going into U.S. cars, but was used always as a 
blending element for the U.S. industry.

Chairman GIBBONS. All right, fine.
Mr. Russo. Mr. Chairman, I would suspect that you are support 

ing the USTR definition of just setting up a new category blending 
fuels and charging $1.25, would that be my understanding?

Mr. RAY. That is our proposal, which is substantially the same as 
the intent of H.R. 5455. That is where we said that we would sug 
gest some changes to make it more easily administered.

Mr. Russo. Mr. Chairman, it seems to me that an unfinished 
product being dutiable at six times the amount of the finished rate 
seems to me outrageous. I suspect Customs must abide by certain 
definitions that are within the law, so I guess what we need to do 
is indicate we would like to continue the procedure as it is now and 
find the proper mechanism, either through the Glickman bill or ac 
cording to the way the Department recommends.

It seems to me we ought to at least get the rate back to what it 
was. I certainly don't want to have an adverse impact on our rela 
tionship with the People's Republic of China. We have had little 
problems with textile, and we don't need to make it any worse on 
gasoline.
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I think we should make whatever changes are necesary to deal 
with the situation. 

[The following was subsequently received for the record:]
THE SECRETARY OF COMMERCE,

Washington. 7X7, June 26, 1984. 
Hon. SAM GIBBONS, 
Chairman, Subcommittee on Trade, 
Committee on Ways and Means, Washington, DC.

DEAR MR. CHAIRMAN: I am pleased to have the opportunity to comment on H.R. 
5455. Before a recent decision by the U.S. Customs Service, the product covered by 
this bill was treated as a motor fuel, dutiable at 1.25 cents per gallon (Ad Valorem 
Equivalent of 1.8 percent). Customs has now class ^ed this product as a chemical 
mixture, dutiable at 11.1 percent A V.E., a sixfold ir...-ease. H.R. ~>4~><) would restore 
the prior tariff treatment.

I support H.R. 5455, with the alternative langu•>•...' proposed by United States 
Trade Representative Brock on May 23, 1984, to Civ -: <an Rostenkowski. This bill 
is extremely important since it will affect U.S. trade relations with several coun 
tries, primarily China and Mexico.

Unfinished gasoline is supplied mainly by the People's Republic of China. Chinese 
exports of this product to the U.S. have averaged approximately $300 million per 
year over the last three years. This is China's largest single export item to the 
United States The 11.1 percent tariff may eliminate this trade completely

Over the past year the U.S. and China have successfully worked through a 
number of difficult and sensitive issues in our bilateral relationship. As a result, we 
are now on the threshold of a new and promising era in our trade relations. In my 
opinion, unless the prior tariff treatment is restored, the current status of our bilat 
eral trade relationship with China will be disrupted, with a possible adverse effect 
on U.S. export interests.

Mexico also exports unfinished gasoline to the U.S. These exports represent an 
important source of foreign exchange. In light of Mexico's current evonomic and 
debt situation, any decline in these exports will have an immediate .idverse effect 
on its trade balance and its economic recovery. The higher tariffs will also send a 
negative signal to a country which is trying to improve its economic situation, with 
U.S. encouragement and interest.

The importance of H R. 5455, with the proposed changes, cannot be overstated. 
The adverse consequences to the United States of Customs' action may be severe, 
and I urge that H R 5455 be given prompt and favorable consideration by the Com 
mittee.

Sincerely,
MALCOM BALRIDGE, 
Secretary of Commerce.

Chairman GIBBONS. What is the next one?
Mr. MURPHY. If we could, Mr. Chairman, we would like to address 

H.R. 5182, clarification of the duty treatment of certain types of 
plywood.

Chairman GIBBONS. That is Mr. Honker's bill.
Mr. MURPHY. That is, as you mentioned a few minutes ago, on 

basis of a letter that we submitted to the committee prior to our 
testimony, the administration does oppose enactment of H.R. 5182.

In 1982, the American Plywood Association petitioned the U.S. 
Customs Service, requesting that these plywood panels be reclassi- 
fied under TSUS 240.21, as plywood with a softwood face.

The plywood panels' currently are being classified under TSUS 
245.80 as building boards. The American Plywood Association was 
advised in December 1982 that the Customs Service would continue 
classifying these products under TSUS 245.80 as buiiding boards.

The American Plywood Association contested this decision, but it 
was later reaffirmed by the Customs Service. The industry then 
initiated a case with the U.S. Court of International Trade in 
August 1983 regarding the classification.
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A decision should be made by that court sometime this fall or 
soon thereafter. Basically, we feel that the industry has not ex 
hausted the applicable remedies and should continue to pursue 
those remedies rather than legislation being enacted.

In addition, the rates of duty for all of these items were subject 
to concessions made by the United States under the General Agree 
ment on Tariff and Trade, and are bound against increase.

That is, the United States has undertaken a formal international 
obligation not to change these rates except in accordance with spe 
cific procedures prescribed by the GATT. H.R. 5182 would not 
comply with such procedures.

If the United States takes such an action which results in an in 
crease in tariffs on bound items, countries with substantial trade 
interests here, particularly Canada, may claim offsetting compensa 
tion from the United States for the trade effect of that action or 
subject the United States to possible retaliatory trade measures.

We believe it is inappropriate to jeopardize our trading interests 
in this instance prior to a determination from the Court of Interna 
tional Trade that the Customs Service was in error.

Thank you, Mr. Chairman.
Chairman GIBBONS. Thank you.
Mr. Russo. What steps need to be taken before their administra 

tive remedies are exhausted?
Mr. MURPHY. In this instance, Mr. Congressman, what we have 

to do is await the Court of International Trade decision.
Mr. Russo. How long will that take?
Mr. MURPHY. The decision is anticipated this fall.
Mr. Russo. What happens after that?
Mr. MURPHY. Obviously, if the court finds that the Customs Serv 

ice is not in error, then the current status would maintain. In that 
case, we would be concerned with whether the industry Is perhaps 
having difficulties from imports from Canada. Again, there are pro 
cedures which the Congress has provided in this case from the 
Trade Act of 1974, where an industry that alleges injurious import 
competition could petition for import relief.

It would involve a thorough investigation by the ITC and after 
that, there might once again be the appropriate remedy if the ITC 
recommended relief to the President and the President recom 
mended import relief action, then we could——

Mr. Russo. You started this in August of 1983, by the time you 
finish all the remedies, you state it would be Augusc of 1987.

Mr. MURPHY. I don't think it would be 1987, but yes, it could be 
additional time, there is no doubt about that.

Mr. Russo. That is one of the problems I have with trade reme 
dies around here. If members introduce bills they get faster action 
from us than they do from you.

Chairman GIBBONS. Sometimes. The Chairman and about 100 
Members of Congress have had bills over in the Senate for a year 
and a halt, Mr. Russo, and the Senate has sat there and done abso 
lutely nothing about it. So, I am not sure we can pull down a lot of 
glory upon our shoulders.

Let me ask you, the industry could have started either way or 
both ways, at the same time, couldn't they have? They could have 
introduced a bill here, they could have had a 201 case, or they
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could have had a case that they chose the remedy and started pur 
suing that and now, they are afraid their remedy is not going to 
apparently get them relief, so they are coming ! ;,re for relief.

When you say this is bound, you mean that under the General 
Agreement on Tariffs and Trade, if we effect this kind of Canadian 
trade and offset it by increased duty or something that is not 
agreeable under GATT, such as the escape clause action, that we 
will have to pay by some other tariffs the Canadians will rise 
against, could rise against our product, not necessarily have to be 
plywood either, it could be any product.

Mr. MURPHY. That is right, Mr. Chairman, obviously it would not 
necessarily have to be in the wood product area.

Chairman GIBBONS. You don't get an ultimate win for the United 
States, you just get an offset, somebody else has to pay for this 
change.

Mr. MURPHY. Precisely.
Chairman GIBBONS. If we pass this bill?
Mr. MURPHY. Precisely, Mr. Chairman.
Chairman GIBBONS. Some other American has tc pay for this 

bill?
Mr. MURPHY. Yes, sir; that is right.
Chairman GIBBONS. We don't know what American, do we?
Mr. MURPHY. We do not know. It would be dependent on the 

action they took in response to our action.
Chairman GIBBONS. But it may be an American in my district.
Mr. MURPHY. Definitely possible.
Chairman GIBBONS. Unknown to me.
All right, well, we had better look closely at this one.
All right, what is the next one you want to take up?
Mr. MURPHY. The next one that I would like to address is i.R. 

5751, continued duty suspension.
Chairman GIBBONS. 5751. That is the one the last witness on, Mr. 

Gejdenson.
Mr. MURPHY. I would like to state that the administration has no 

objection to enactment of H.R. 5751.
Chairman GIBBONS. OK.
Mr. Russo. That was easy.
Chairman GIBBONS. This is an old friend. We have had this one 

before, haven't we?
Mr. MURPHY. Yes, sir, Mr. Chairman.
Chairman GIBBONS. All right. What is the next one?
Mr. MURPHY. The last one I would like to address is H.R. 5783, 

the 3-year duty suspension.
Chairman GIBBONS. 5783?
Mr. MURPHY. Yes.
Chairiurn GIBBONS. Umbrella frames. I seem to remember that 

one so- tepkce, too.
Mr. HuHPHY. In short, Mr. Chairman, the administration is op 

posed to enactment of H.R. 5783 as currently written. We would 
have no objection if the legislation were amended to allow the duty 
suspension for a period of 1 year.

The current MFN rate of 15 percent was reinstated on umbrella 
frames from Taiwan on March 30, 1984. The duty-free treatment 
under GSP was withdrawn at that time, because Taiwan had ex-
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ceeded the competitive limit for this product as provided for in title 
V of the Trade Act of 1974.

Basically, the Trade Act requires the President to remove the 
GSP eligibility for a country's product whenever that country ac 
counts for 50 percent or more of the value of the total U.S. imports 
of the product concerned or a certain dollar value in it.

In 1983, Taiwan accounted for nearly 94 percent of the value of 
total U.S. imports of umbrella frames and was removed, as I said, 
from duty-free treatment, effective March 30.

The administration has proposed an extension of the GSP pro 
gram currently scheduled to expire in January 1985. Under this 
proposal, the President would have the authority to waive the com- 
p^titive need limits on a product specific basis when such action 
would be advantageous to U.S. economic interests.

In deciding whether to utilize the waiver authority, the President 
would be required to give great weight to the extent to which the 
beneficiary country has assured the United States of reasonable 
and equitable access to its markets and, after considering advice 
from the Internationr-1 Trade Commission, on the probable econom 
ic effects on U.S. industry of granting the waiver.

We believe it is preferable to reduce the tariff on a product such 
as umbrella frames through this approach rather than through 
duty suspension legislation.

The waiver authority provided in the administration proposal 
provides leverage which we could use to obtain liberalization of 
Taiwan's import regime, thereby benefiting a broad spectrum of 
U.S. export interests.

A 3 year duty su, ^nsion on umbrella frames would reduce our 
ability to assure that Taiwan undertakes this discipline of the 
international trading system. It would reduce our leverage.

In consideration of the fact that Congress currently is consider 
ing the administration proposals for extension of the GSP program, 
we would certainly not object to a 1-year duty suspension.

Chairman GIBBONS. All right, so, mainly your opposition to this 
bill is strategic as far as——

Mr. MURPHY. Exactly, Mr. Chairman.
Chairman GIBBONS. Mr. Frenzel, do you have any questions 

about umbrella frames?
Mr. FRENZEL. No, Mr. Chairman.
Chairman GIBBONS. Does that complete all yours?
Mr. MURPHY. That completes our portion. I would like to turn 

the remainder of the testimony over to the U.S. Customs Service.
Chairman GIBBONS. Fine.
Mr. MURPHY. Thank you, Mr. Chairman.
Chairman GIBBONS. Go ahead, Customs, we haven't got many left 

on your list. Who wants to take up the next one?
Mr. SCHAFFER. We will take up 5418 next, Mr. Chairman.
Chairman GIBBONS. OK.
Mr. SCHAFFER. Mr. Chairman, I am pleased to be here today to 

offer the views of the U.S. Customs Service on H.R. 5418, the Cus 
toms Brokers Act of 1984.

The bill would amend section 641 of the Tariff Act of 1930 to 
strengthen and clarify the authority of the Customs Service to rag-
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ulate customs brokers. It would also require brokers to exercise 
greater diligence in supervising the operations of their employees.

As this committee is well aware, the Customs Service has been 
working with the National Brokers Association for several years in 
an attempt to reach a mutually agreeable solution to the necessary 
updating of section 641 of the Tariff Act.

The proposed legislation which is before you represents, in large 
measure, that agreed-uppn solution. Unfortunately, there are sev 
eral areas where we simply have not reached full agreement. 
Before discussing these areas, however, I would like to highlight 
some of the more significant areas where we do agree.

Chairman GIBBONS. All right.
Mr. SCHAFFER. The first area where we would suggest alternative 

language to that advocated by the BG community involves subsec 
tion (d) of the proposed bill relating to disciplinary proceedings.

Initially, we believe that additional language is required in para 
graph 1 to make it clear that disciplinary action is applicable not 
only to actions by the licensed broker, but also to actions by any 
person associated with the broker by reason of employment or be- 
cause of a substantial financial interest in the broker's customs- 
related business.

This suggested additional follows the approach taken in current 
statutory regulation of securities brokers.

While we realize that the analogy between securities brokers and 
customs brokers is not perfect, there are many similarities.

As this committee is well aware, customs brokers and their em 
ployees handle large sums of money, have access to a wealth of 
confidential business information, and the nature of the activity 
presents a wide range of opportunity for fraudulent conduct by a 
person who is so inclined.

As the Customs Service moves forward into the age of computer 
ization and greater selectivity in ent r processing, we believe it 
more critical than ever that both we and the importing community 
be able to rely on the integrity and discretion of both the broker 
and its employees.

We would also amend the disciplinary section to add a provision 
which basically tracks the language of the current law to allow the 
Secretary to discipline a broker when such broker has knowingly 
deceived, misled, or threatened any importer, claimant, or client in 
the course of the brokers customs business.

We certainly agree with the effort reflected in the current pro 
posed section on discipline to set forth in greater detail the types of 
situations where disciplinary action is appropriate.

Indeed, much of the language in H.R. 5418 reflects our sugges 
tions. At the same time, however, we believe it necessary to include 
this more general formulation in order to cope with unforeseen 
problems.

More importantly, we are very concerned whenever a broker 
uses his position as a licensee of the Customs Service to deceive, 
mislead, or threaten a member of the public. The language which 
we would add has been the law for many years and we are un 
aware of any abuse of this general language by the Government, 
and see no reason to delete these provisions.
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A second area of disagreement relates to the requirement in the 
proposed bill for the use of an administrative law judge instead of a 
customs officer for hearings. We believe that this would be an un 
necessary expense and that it would be less desirable than the cur 
rent system.

First, we are not aware of any difficulties with the current use of 
an appropriate customs officer as the hearing examiner.

Second, the hearing examiner only makes a recommendation 
which is subject to review both by the Department and the courts. 
If any deficiencies arise in the hearing procedure, the Secretary or 
the courts are in a position to rectify that problem.

In addition, we currently average less than one such hearing per 
year, and we don't envision any significant increase under the new 
legislation. If anything, the ability to assess an intermediate mone 
tary penalty would argue for even fewer revocation hearings in the 
future.

Thus, it would be totally impractical for Customs to hire its own 
ALT, which would then necessitate using someone from another 
agency who would be totally unfamiliar with customs laws and 
regulations.

In our view, such a situation would increase the risk of an arbi 
trary recommendation and runs counter to the efforts of the Con 
gress to place decisionmaking for such issues with those who are 
familiar with the subject matter.

In addition to these concerns, we would also observe that two 
provisions have been included in the proposed legislation which do 
not directly relate to the question of broker regulations.

Section 10 of the legislation would allow for refunds prior to liq 
uidation. We strongly oppose this section as it is currently drafted. 
As drafted, the provision would allow for refunds "whenever it is 
ascertained that excess duties have been deposited."

In our view, this is the purpose of liquidation. To add this sepa 
rate process would only create a two-tiered system which would be 
difficult to control, add much extra work and would run only to the 
benefit of importers and not the Government which would still be 
required to await liquidation to collect increased duties.

At the same time, we recognize that in certain situations, large 
overpayments are made inadvertently and in some of these situa 
tions, for example, where liquidation is being withheld pursuant to 
instructions from the Commerce Department, it would be desirable 
to have some means to rectify the problem before liquidation.

Thus, we would be prepared to support this provision if it were 
limited to situations involving manifest clerical error and we would • 
suggest the language found in H.R. 5535 as a substitute for the lan 
guage in section 10.

Section 9 of the proposed legislation also causes some concern. 
We are unsure as to the type and nature of liens which brokers 
might possess under the statutes or common law of the various 
States, and whether the differences between the States, or the diffi 
culty in determining the common law might not result in confusion 
or a lack of uniform treatment.

It might also be necessary to amend various other provisions of 
title 19, for example, section 1613 relating to the disposition of the 
proceeds of sale of forfeited property.
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The addition of this provision could also affect the order of pay 
ment on other liens, the ability of other lienholders to collect, and 
could have an effect on the movement of merchandise. Thus, it 
would appear desirable to study the need for and the effect of this 
provision prior to reaching any final conclusions.

Mr. Chairman, that concludes my formal statement. I shall be 
pleased to answer any questions you and the members of the sub 
committee may have.

[The prepared statement of Mr. Schaffer concerning H.R. 5418 
follows:]

STATEMENT OF ROBERT P. SCHAFFER, ASSISTANT COMMISSIONER OF CUSTOMS
(COMMERCIAL OPERATIONS)

Mr. Chairman, I am pleased to be here today to offer the views of the United 
States Customs Service on H.R. 5418, the Customs Brokers Act of 1984.

The bill would amend Section 641 of the Tariff Act of 1930 to strengthen and clar 
ify the authority of the Customs Service to regulate customs brokers. It would also 
require brokers to exercise greater diligence in supervising the operatings of their 
employees.

As this committee is well aware, the Customs Service has been working with the 
National Brokers Association for several years in an attempt to reach a mutually 
agreeable solution to the necessary updating of section 641 of the Tarriff Act. The 
proposed legislation which is before you -epresents-in large measure-that agreed 
upon solution. Unfortunately there are several areas where we simply have not 
reached full agreement. Before discussing these areas, however, I would like to high 
light some of the more significant areas where we do agree.

A new subsection (bX3) of Section 641 would reduce from two to one that number 
of individual licensed brokers required in a brokerage firm in order to qualify that 
firm for a corporate brokers license. The Custom Service agrees that.the require 
ment for two individual licensed brokers has denied the legal advantages of incorpo 
ration to sole practitioners and has encouraged the undersirable practice of "leas 
ing" licenses, in which an individually licensed broker allows himiself to be desig 
nated as the second member of a brokerage firm in which he has no real interest or 
involvement. New Subsection (bX5) would extend from 60 to 120 days the period al 
lowed to a corporation which has lost its licensed broker to employ a new individual 
licensed broker.

A new subsection (bX6) provides, for the first time, monetary penalties for pract- 
ing customs brokerage without a license. This provision is obviously important to 
ensure that only qualified persons hold themselves forth to the public as competent 
to conduct customs business.

A new subsection (c) would require that a brokerage firm obtain a permit from 
the Customs Service in each district in which is conducts operations. Statute ry pro 
vision for this permit approach is needed in order that the Customs Service can end 
the current regulatory requirement that a brokerage, firm have a separate license 
in each district in which it operates. Under the proposed permit system, a broker, 
whether individual or corporate, who qualifies for a license would be granted a na 
tional license, and would upon meeting certain minimal qualifications, be given a 
permit in each individual district in which he desires to have his firm operate. The 
chief requirements of the Customs Service precedent to granting a permit would be 
that the district director is informed that the broker is commencing operations in 
that district, that the broker have a place of business in that district, and more im 
portant, that there be a regularly-employed, individual licensed broker to supervise 
operations in tnat district. For each permit issued there would have to be a full-time 
broker to supervise operations conducted under that permit. As in the case of corpo 
rate licenses, district permits would lapse if for a continuous 120-day period there is 
no individual licensed broker. The new requirement that there be an individually 
licensed broker supervising the brokerage operations in each district in which a 
Customs broker conducts business should, in our view, improve the quality of serv 
ices offered the public and the management of brokerage businesses.

A new subsection (d) provides for disciplinary proceedings. In addition to specify 
ing the conduct which warrants disciplinary action and procedures to be followed in 
taking such action, the bill provides, for the first time, for monetary penalties to be 
imposed for misconduct. Under the current law, violations of customs law or regula 
tions can only be punished by suspension or revocation of a broker's license. This is
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a very unwieldy sanction which Custom is reluctant to invoke, because in today's 
commercial world, license suspension for even a few days can cause a broker to lose 
valuable clients forever.

The provision for monetary penalties give Customs a more flexible disciplinary in 
strument, which can be applied without the risk of unforeseen severe damage to a 
broker's livelihood which is out of proportion to the offense committed.

A new subsection (g) would require brokers to report triennially to the Secretary 
of the Treasury as to whether they are still in business and under what name. Cur 
rently, the Customs Service has no means for knowing when a broker has gone out 
of business, or how many brokers are in business. This provision would give us a 
means for acquiring this information. A new subsection (h) would provide for fees to 
cover the cost of administering the broker licensing system.

The first area where we would suggest alternative language to that advocated by 
the brokerage community involves subsection (d) of the proposed bill relating to dis 
ciplinary proceedings. Initially we believe that additional language is required in 
paragraph (1) to make it clear that disciplinary action is applicable not only to ac 
tions by the licensed broker but also to action by any person associated with the 
broker by reason of employment or because of a substantial financial interest in the 
broker's customs-related business. This suggested addition follows the approach 
taken in current statutory regulation of securities brokers. (15 U.S.C. 78o). While we 
realize that the analogy between securities brokers and customs brokers is not per 
fect, there are many similarities.

As this Committee is well aware, customs brokers and their employees handle 
large sums of money, have access to a wealth of confidential business information, 
and the nature of the activity presents a wide range of opportunity for fraudulent 
conduct by a person who is so inclined. As the Customs Service moves forward into 
the age of computerization and greater selectivity in entry processing, we believe it 
more critical than ever that both we and the importing community be able to rely 
on the integrity and discretion of both the broker and its employees.

We would also amend the disciplinary section to add a provision which basically 
tracks the language of the current law to allow the Secretary to discipline a broker 
when such broker has knowingly deceived, mislead or threatened any importer, 
claimant or client in the course of the brokers Customs business. We certainly agree 
with the effort reflected in the current proposed section on discipline to set forth in 
greater detail the types of situations where disciplinary action is appropriate. 
Indeed much of the language in H.R. 5418 reflects our suggestions. At the same 
time, however, we believe it necessary to include this more general formulation in 
order to cope with unforeseen problems. More importantly we are very concerned 
whenever a broker uses his position as a licensee of the Customs Service to deceive, 
mislead or threaten a rromber of the public. The language which we would add has 
been the law for man> years and we are unaware of any abuse of this general lan 
guage by the government, and see no reason to delete these provisions.

A second area of disagreement relates tc the requirement in the proposed bill for 
the use of an Administative Law Judge instead of a customs officer for hearings. We 
believe that this would be an unnecessary expense and that it would be less desira 
ble than the current system. First, we are not aware of any difficulties with the cur 
rent use of an appropriate Customs officer as the hearing examiner. Second, the 
hearing examiner only makes a recommendation which is subject to reveiw both by 
the Department and the courts. If any deficiencies arise in the hearing procedure, 
the Secretary or the courts are in a position to rectify that problem. In addition, we 
currently average less than one such hearing per year and we don't envision any 
significant increase under the new legislation. If anything, the ability to assess an 
intermediate monetary penalty would argue for even fewer revocation hearings in 
the future. Thus, it would be totally impractical for Customs to hire its own ALJ, 
which would then necessitate using someone from another agency who would be to 
tally unfamiliar with Customs laws and regulations. In our view such a situation 
would increase the risk of an arbitrary recommendation and runs counter to the 
efforts of the Congress to place decision making for such issues with those who are 
familiar with the subject matter.

In addition to these concerns, we would also observe that two provisions have 
been included in the proposed legislation which do not directly relate to the ques 
tion of broker regulations. Section 10 of the legislation would allow for refunds prior 
to liquidation. We strongly oppose this section as it is currently drafted. As drafted 
the provision would allow for refunds "whenever it is ascertained that excess duties 
have been deposited". In our view this is the purpose of liquidation. To add this sep 
arate process would only create a two-tiered system which would be difficult to con 
trol, add much extra work and would run only to the benefit of importers and not
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the government which would still be required to await liquidation to collect in 
creased duties. At the same time, we recognize that in certain situations large over 
payments are made inadvertently and in some of these situations, for example 
where liquidation is being withheld pursuant to instuctions form the Commerce De 
partment, it would be desirable to have some means to rectify the problem before 
liquidation. Thus, we would be prepared to support this provision-if it were limited 
to situations involving manifest clerical error and we would suggest the language 
found in H.R. 5535 as a substitute for the language in section 10.

Section 9 of the proposed legislation also causes some concern. We are unsure as 
to the type and nature of liens which brokers might possess under the statutes or 
common law of the various states, and whether the differences between the states, 
or the difficulty in determining the "common law" might not result in confusion or 
a lack of uniform treatment. It might also be necessary to amend various other pro 
visions of title 19, for example section 1613 relating to the disposition of the pro 
ceeds of sale of forfeited property. The addition of this provision could also effect the 
order of payment on other liens, the ability of other lienholders to collect, and could 
have an effect on the movement of merchandise. Thus, it would appear desirable to 
study the need for and the effect of this provision prior to reaching any final conclu 
sions.

Mr. Chairman, that conclude,-? my formal statement. I shall be pleased to answer 
any questions you and the members of the Subcommittee may have.

Mr. FRENZEL. I want to thank the witness and the Service for its 
testimony and for its work in trying to put this particular bill to 
gether with the industry. We have had this area of law around for 
a long time.

Trade has increased 10-fold in about 10 years. Obviously, it is oc 
casionally useful to revise the law so that we can do the things we 
need to do in terms of getting merchandise in and out of the coun 
try.

With respect to your first criticism, that disciplinary section, 
isn't it kind of a lockstep to jump to SEC matters? Is there some 
thing of a great problem there that you would need to discipline 
everybody in sight?

Mr. ABBEY. Mr. Frenzel, we weren't attempting to discipline ev 
erybody in sight, but it certainly is the position of the Customs 
Service that we would like to keep the customs brokerage business 
free of criminal elements and organized crime.

Admittedly, we haven't had a problem in that area, but we saw 
it as an area where it was certainly possible for organized crime to 
enter, where there were business documents, business information 
with respect to movement of cargo.

It looked to us like something which, for the benefit of the coun 
try, which could be filled by this additional amendment.

Mr. FRENZEL. I think it is an interesting point. On the other 
hand, organized crime can enter the business of peddling gasoline 
and selling groceries as well. It seems to me that you are zeroing in 
on an industry in which, as far as we know, there hasn't been a 
problem.

My guess is if there is a problem, you and I are going to be the 
last to know of it, and it .seems to me that you are overreaching 
here, but I think it is an interesting point that I hope we will be 
able to work on.

With respect to your criticism on the administrative law judge, is 
it not the practice of many agencies in Government to use an ad 
ministrative law judge, and do they not prevent rather more expen 
sive appeals to the court system when they are used properly?
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Mr. ABBEY. Well, that was certainly the purpose. We have had 
one appeal to the court system from a decision of the Secretary in 
the 18 years that I have been working with the Customs Service, 
under the present situation.

I correct th,at, we have had two appeals. In the first appeal, the 
court was critical of our using the district director who had also 
proposed the action as the hearing officer, and rightfully so. And 
that has been corrected, so that we use as a hearing officer a dis 
trict director or customs official from a totally different part of the 
country.

The customs officer is simply a hearing officer. The full record, 
which is a recommendation I might add, is submitted to the Secre 
tary of the Treasury, who reviews it very carefully inasmuch as the 
sanctions that we are permitted to take now are extremely harsh 
and consequently are not applied frequently. But in view of the 
protections afforded the brokerage industry, it seemed to us that 
adding an administrative law judge was just unnecessary and 
would not afford any additional fairness that is not contained in 
the existing law.

Mr. FRENZEL. If I am going to protest a ruling of an agency, I 
find it a little disconcerting to find out that the objective, unbiased 
hearing examiner that I go to is an employee of the Service and 
may have worked in that district yesterday or may be assigned to 
it tomorrow, and is trying to render judgment on the decisions of 
his peers and associates and good poker buddies.

Wouldn't you be a little nervous about that?
Mr. ABBEY. I would certainly, if I were in your position, or in the 

position of the industry, be concerned about that, but I do think we 
have a record to fall back on, and as in other areas where it has 
been suggested that there is no change needed because of a good 
record in administering the law, I feel we are in the same position 
here. But I can understand where others would look at it from a 
different point of view and see that an administrative law judge 
might be beneficial. On the other hand, if the administrative law 
judge had more authority in terms of the initial decision, I might 
agree, but since the Secretary of Treasury has to review that 
record and that record is reviewable from a standard of arbitrary 
and capriciousness, I think that the existing law is satisfactory.

Mr. FRENZEL. Well, I thank you. I guess I think the value of the 
ALJ is that he or she approaches the problem with less baggage of 
experience, friendship and knowledge than a member of the Serv 
ice.

Without criticizing the Service, in fact, I would be praising the 
Service if I would say that its employees tend to stick together and 
work in concert. It oeems to me that is parenthetical to the idea of 
a free hearing, but without belaboring that, Mr. Chairman, the 

. complaints about the refund prior to liquidation, that is a permissi 
ble item, not a mandatory item, is that not correct?

Mr. SCHAFFER. Yes.
Mr. ABBEY. It is permissible, but in the past, there has been a 

great deal of litigation.
Mr. FRENZEL. Do you feel a one-man broker house would put in 

tolerable pressure on the Customs Service?
Mr. SCHAFFER. We never know, Congressman.
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Mr. ABBEY. They are tough.
Mr. FRENZEL. I agree with you that the lead question is the diffi 

cult one and does need some studying and we are grateful for all 
the input you have put into this.

Mr. SCHAPFER. Mr. Chairman, before we do conclude, I would 
like to commend the National Customs Brokers and Forwarders 
Association for all the help they have been in formulating this bill. 
It is their bill that was introduced. We are very pleased to have 
worked with them on this effort that is long overdue.

Mr. FRENZEL. The compliment is well-taken. Although my name 
appears on the bill, it i? obviously the work of that association and 
your Service that put together what we have at the moment, but I 
want to disabuse you of the notion this is ending.

I have a couple of questions, one relates to the disciplinary area, 
the Service is given some latitude in determining penalties; and 
can you give the committee an idea as to how you might structure 
a list of penalties?

And I would say you don't have to do it at this moment, and if 
you would like to respond for the record, I would ask you not to 
take too terribly long, the Congress is going out of session, so you 
have some time to think about that. I think this committee would 
like to know in general what your feeling is.

And second, can you give the committee some guarantee that if 
the bill would be passed, you would have interim regulations on 
paper by the time the bill would be effective, which in present 
form, would be 180 days after passage?

Mr. SCHAFFER. Yes, sir, we can. In fact, we already have draft 
regulations which cover much of the language that is already con 
tained in the bill.

Mr. FRENZEL. Maybe that is some of the information in general. 
The bill requires triannual reports from brokers saying that they 
still want to be a broker tomorrow.

Is it possible that the Service will be able to jog the memories 
prior to the renewable dates of the brokers ?

Mr. ABBEY. Yes.
Mr. FRENZEL. I assume you would send them some kind of form, 

let's renew your license tomorrow?
Mr. SCHAFFER. We didn't intend to send out a notice.
Mr. FRENZEL. Would it be a terrible burden on the service?
Mr. SCHAFFER. Yes, it is hard for us to keep those records right 

now.
Mr. FRENZEL. I think that one of the reasons for writing the bill 

is that it is a problem.
Mr. ABBEY. We had set a date certain so that it would not be a 

difficult matter to know that every few years it will be necessary to 
notify us that they are still doing business. That is what we have, I 
believe, in our regulations.

Mr. FRENZEL. I notice sometime before April 15 the IRS manages 
to remind me by shipping me a form that I have an annual obliga 
tion. I think the same would be warranted in this case. It is only a 
triannual obligation, and I would like to discuss this with yo... at 
length a little later.

The bill requires there be more brokers on station than is now 
demanded by the law. You cannot have an unbrokered attended
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office. Can you give us an idea as to how long it might take to 
permit a broker?

Mr. SCHAFFER. Right now we have delegated some additional au 
thority to our field offices to expedite that process, and it is a rela 
tively short period of time to conduct an investigation. I could not 
give you a fixed time period, but I would say on an average, it 
would run between 60 and 120 days.

Mr, FRENZEL. If you are a broker wanting to establish a new 
office with a customer and merchandise to move, 120 days can be 
an eternity. What would take that down some?

Mr. SCHAFFER. Well, part of it is required for the investigation 
conducted by our Office of Investigations, and there are certain 
other requirements.

Mr. ABBEY. I don't want to take major issue with Mr. Schaffer, 
but I think it is a relatively quick system, lot faster.

Mr. FRENZEL. I think he is talking about a new problem.
Mr. ABBEY. Oh, you are talking about the one that already exists.
Mr. FRENZEL. Can the Service assure us that that will occur?
Mr. ABBEY. That certainly was our intention. We were the one 

that suggested the permit system. It would permit better regula 
tion of brokerage offices. If there was a problem in one office, then 
we could remedy or work with the broker to remedy that problem 
and not have to deal with the national license.

Mr. FRENZEL. In submitting your additional remarks, it might be 
a good idea to give us targeting figures on how soon you could do 
the average application for one of these.

Mr. ABBEY. We would be happy to.
[Customs responded as follows:"1
Customs expects district permits for brokers to be issued within 30 days after receipt 

of all necessary documentation and in the absence of extraordinary circumstances.
Mr. FRENZEL. We would like that to be very quickly. We assume 

that the brokerage firm itself is OK to begin with, and all we are 
doing is assuring ourselves that there is a broker on location.

Mr. ABBEY. That is correct.
Mr. FRENZEL. Mr. Chairman, again, I want to thank the service. I 

want to thank the association and hopefully we will be able to get 
at this bill relatively quickly.

Chairman GIBBONS. All right, and perhaps we can have a 
markup on this one and maybe some of these things could be 
worked out. I hope that the administration and the industry will 
work together to try to minimize the differences in the markup.

Let's go on to the next bill. I don't want to keep these out-of-town 
people waiting any longer than we already have.

STATEMENT OF ARTHUR I. RETTINGER, ATTORNEY, OFFICE OF 
THE CHIEF COUNSEL, U.S. CUSTOMS SERVICE

Mr. RETTINGER. OK. 
The next bill will be H.R. 3159.
Chairman GIBBONS. That is my bill. You don't need to explain it 

to me too much. Go ahead. You are for it, aren't you? 
Mr. RETTINGER. We are very much for it. That has not changed. 
[The prepared statement follows:]
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STATEMENT OF ARTHUR I. RETTINGER, ATTORNEY, OFFICE OF THE CHIEF COUNSEL, U.S.

CUSTOMS SERVICE
Mr. Chairman, on November 15, 1983,1 came before this subcommittee to present 

the strong support of the administration for passage of H.R. 3159 which would over 
turn the effects of the Heraeus-Amersil case decided by the Court of Customs and 
Patent Appeals on February 18,1982. In that decision, the Appeals Court affirmed a 
Court of International Trade decision that increased or additional duties determined 
to be due on a liquidation or reliquidation need not be paid by the importer until 
either the protest period of 90 days has expired without the importer filing a pro 
test, or where a protest was filed and denied, 180 days has expired after the denial 
of the protest.

In my prior testimony, I indicated that the Heraeus decision invalidated a Cus 
toms regulation (19 CFR 24.3(3)) which had provided that all such bills were due and 
payable within 30 days of the liquidation or reliquidation, and was having a severe 
impact on Customs ability to collect such increased or additional duties. In addition, 
it was expected that importers and/or sureties would abuse the protest provisions of 
section 514 of the Tariff Act in order to gain at least 9 months and perhaps 2 to 3 
years additional time, free of interest, for use of monies due to the United States 
Treasury. I am sorry to say that our worst fears are being realized.

I testified in November that Customs protests had increased approximately 30 
percent in the prior 2 years and that that increase had hampered Customs ability to 
respond to protests. In the 4 years prior to the Heraeus decision. Customs averaged 
less than 34,000 protests per year. In fiscal year 82, protests rose to over 40,000, and 
in fiscal year 83 to over 42,000. While the Customs Service is striving to become 
more efficient, it is difficult to respond to that number of protests in a reasonable 
fashion. This flood of paper has inundated our import specialists and protest and 
liquidation units and will ultimately result in slower processing time for normal en 
tries, affect manpower available for trade and enforcement programs, and, one may 
presume, increase the caseload of the Court of International Trade as protests wind 
their way through the administrative to the judicial process.

While protests against liquidation increases have risen dramatically, the amount 
of unpaid accounts currently tracked by the Customs Service has risen even faster. 
In December 1981, Customs had approximately $15.1 outstanding on increased or 
additional duties which had not been paid for at least 90 days. In April of 1984, this 
figure stood at $78.9 for an increase of 422 percent. In April of 1984, supplemental 
duty bills over 30 days old stood at $95.4, a rise of 363 percent over the December 
1981 figure of $20.6 For purposes of comparison, the total value of supplemental 
duties issued in fiscal year 1983 was $179. This figure has remained relatively con 
stant for the last 3 years. However, supplemental duty bills over 30 days oid consti 
tute more than half of the supplemental duty bills issued, and unpaid bills over 90 
days old constitute more than 44 percent of the bills issued in fiscal year 1983.

In its prepared testimony in opposition to this bill for the November hearings, the 
Joint Industry Group indicated that the need for H.R. 3159 was questionable. How 
ever, we believe that point 9 of their statement actually substantiates the need for 
H.R. 3159,1 quote:

"Most increased duties are paid promptly. Statistics for 1976-1977 showed only 13 
percent of increased duties unpaid 60 days after liquidation."

It is important to note that in 1976-1977, the regulation invalidated by the Her 
aeus case was in effect and importers, for the most part, paid their bills timely and 
protested only for good cause. If for some reason the need for this legislation was 
questionable in November of 1983, it no longer questionable now, and the dramatic 
rise in protests as well as unpaid bills is just beginning. The longer we wait for the 
change in the legislation the greater will be the loss to the government in interest 
on unpaid amounts rightfully due to government, manpower and diverted resources 
to maintain and track hundreds of thousands of protests and open accounts, and the 
time and expense to the Court of International Trade in dealing or responding to 
the overflow.

This is a situation actually evisioned by the Court of Customs and Patent Appeals 
in its decision affirming the Heraeus case. The last words of that Court appear in 
Footnote 7, and I read them to you in their entirety because of their direct rel 
evance to this proposed legislation:

"It may be true, as appellant posits, that some importers will routinely file pro 
tests against increased duties on the 90th day after liquidation, await a Customs 
Service decision, and then delay payment for another 180 days, thereby obtaining 
interest-free use of monies otherwise owed the government. Nevertheless, the policy



628
considerations underlying to the need for reform in this context, if reformed be re 
quired, must be addressed by Congress."

The Court of Customs and Patent Appeals suspected that reform may be required. 
That reform is required. H.R 3159 provides that reform and provides it in such a 
manner as to meet the needs of the Customs Service while providing a balance to 
the importing public in the form of a return of interest, at ihe same rate otherwise 
payable by the importer, for such increased or additional duties returned due to a 
protest or court decision. This returning of interest is a benefit to importers which 
was not available prior to Heraeus, and would not be available without this legisla 
tion. The Treasury Department understands that there are certain objections or 
questions concerning H.R 3195, unrelated to the policy grounds or considerations 
concerning its need, which we would like now to address. We understand that there 
is concern that the 25 days specified for payment of increased or additional duties 
prior to interest attaching is insufficient time for the importer to respond. We ap 
preciate this concern and note that the Treasury need is for a date certain upon 
which payment will be made or interest will attach, and consequently would accept 
an amendment to the bill raising the 25 days to 45 days. Under this amendment, 
interest will be payable beginning from the 15th day after the date of liquidation or 
reliquidation but no interest will be required for the 130 day period within which 
payment is actually made. This change would not require importers to pay interest 
on any time period they did not have actual use of their money, and would also 
allow Customs to issue bills, at 30 day increments, which would be able to specify 
the exact sum payable, by that importer during that period.

We note that soveral of the parties scheduled to testify in November were con 
cerned with the retroactive provisions of H.R. 3195. While the Treasury Department 
would still prefer this mechanism in order to "clean up" the outstanding bills, in 
order to secure passage of the bill, we ar« willing to accept a compromise that it will 
be applicable only to those importations entered, or withdrawn from warehouse foi 
consumption, after the date of enactment of the bill.

The Joiit Industry Group, as well a~ others scheduled to testify in November sug- 
->d that section 2 of H.R. 3159 be amended to require government payment of 

_'st of any amount refunded, not merely the increased portion thereof. As I 
. led in November, the bill in no way affects overpayments or underpayments of 
estimated duties as these payments traditionally have been recognized as separate 
and distinct from liquidations for refunds or liquidations involving additional assess 
ments. Customs neither pays interest on liquidations for refunds nor requires inter 
est to be paid on underpayments of estimated duties which are accepted by a Cus 
toms officer. Consequently, we do not believe that any change in section 2 of the bill 
is necessary. However, if any change to section 2 is considered to require the govern 
ment to pay interest on overpayments of estimated duties, it should similarly re 
quire the importer to pay interest, from the date of entry, or withdrawal from ware 
house for consumption, of underpayments of estimated duty ultimately determined 
to be due on a liquidation or reliquidation. In all fairness, however, we believe the 
government will get the best of that bargain.

Finally, several bar associations as well as the Joint Industry Group, suggested 
that the bill might be amended to provide for payment after consideration of the 
importer's protest by the Customs Service. This change is not acceptable to the 
Treasury Department for the simple reason that it will continue to enco-... "? pro 
tests by importers, sureties, or their brokers or attorneys, as a method of pu-.^oning 
payment of increased or additional duties without payment of interest.

I thank you for your time and consideration.
Chairman GIBBONS. We can go to the next bill then. 
We can discuss that in markup if nobody is opposed to it. 
Go ahead, the next bill, Mr. Wyden's bill, No. 5625. 
Mr. BARTOL. Yes, sir; I am Robert Bartol, the U.S. Customs Serv 

ice, sir.
Chairman GIBBONS. You are not talking into the mike. 
Mr. BARTOL. Can you hear me now, sir? 
Chairman GIBBONS. Fine.
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STATKMKNT OF KOBKKT A. HARTOL, DIRECTOR, OFFICE OF 
WORKFORCE EFFECTIVENESS AND DEVELOPMENT. OFFICE OF 
INSPECTION AND CONTROL. t'.S. (TSTOMS SERVICE
Mr. BARTOL. I am Robert Bartol, U.S. Customs Service. We ap 

preciate the opportunity to offer the views of the U.S. Customs 
Service on H.R. 5625, which would expatfd the Portland, OR, Cus 
toms District to include the southern counties of the State of Wash 
ington and the lower two-thirds of the State of Idaho.

There are no Customs ports within the area which would be in 
cluded by this bill in the Portland District, which is in the Customs 
Pacific region. However, the Customs Service does plan to establish 
a temporary Customs station at Boise, ID, which is within the ex 
panded area. This location is currently within the Great Falls, MT 
Customs District which is in the Customs north central region.

From what we know of the international commerce affecting the 
Boise area and of the ties between the two Idaho ports of entry and 
Boise, we believe that the current administrative alignment should 
be retained.

The two Idaho ports, East Port and Port Hill, located on the Ca 
nadian border, are in the Great Falls Customs District. If the State 
of Idaho is divided into two Customs districts as a result of this bill, 
Boise and the two Idaho ports will have to deal with different Cus 
toms districts and regional management.

This will be confusing to the customs employees in Boise and also 
inconvenient to businessmen who will have to deal with one Cus 
toms district in getting their merchandise released at the border 
and with another in getting their merchandise appraised and liqui 
dated.

With respect to the Washington State territory affected by this 
bill, all of which is now within the Seattle Customs District, we 
could accommodate transfer of this territory to the Portland Dis 
trict which the bill would rename the Columbia/Snake River Dis 
trict. This area in southeast Washington includes all of the coun 
ties of Walla Walla, Columbia, Garfield, and Asotin. Since there is 
virtually no Customs activity in these counties, the administrative 
change would have little disruptive effect.

Mr. Chairman, that concludes my statement.
[The prepared statement follows:]

STATEMENT OF ROBERT A. BARTOL, DIRECTOR, OFFICE OF WORKFORCE EFFECTIVENESS 
AND DEVELOPMENT, OFFICE OF INSPECTION ANO CONTROL, U.S. CUSTOMS SERVICE

Mr. Chairman, I am Robert Bartol. We appreciate the opportunity to offer the 
views of the United States Customs Service on H.R. of>2.">, which would expand the 
Portland, Oregon, Customs district to include the southern counties of the State of 
Washington and the lower two-thirds of the State of Idaho.

There are no Customs ports within the area which would be included by this bill 
in the Portland district, which is in the Customs Pacific region. However, the Cus 
toms Service does plan to establish a temporary Customs station at Boise, Idaho, 
which is within the expanded area. This location is> currently within the Great 
Falls, Montana, Customs district, which is in the Customs North Central region. 
From what we know of international commerce affecting the Roi.se area, and of the 
ties between the two Idaho ports of entry and Boise, we believe that the current 
administrative alignment should be retained. The two Idaho ports, Cu.stport and 
Porthill, located on the Canadian border, are in the Great Fall*. Custom* distnct. If 
the State of Idaho is divided into two Customs districts as a result of this bill, Borl 
and the two Idaho ports will have to deal with different Customs district and region 
al management This will be confusing to Customs pi-rsonrul in Boisi- <itul will be
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inconvenient to businessmen who will have to deal with one Customs district in get 
ting their merchandise released at the border and with another in getting their 
merchandise appraised and liquidated.

With respect to the Washington State territory affected by this bill, all of which is 
now within the Seattle Customs district, we could accommodate transfer of this ter 
ritory to the Portland district, which the bill would rename the Columbia/Snake 
River district. This area, in southeast Washington, includes all of the counties of 
Walla Walla, Columbia, Garfield, and Asotin. Since there is virtually no Customs 
activity in these counties the administrative change would have little disruptive 
effect.

Mr. Chairman, that concludes my statement.
Chairman GIBBONS. Are you for it or against it?
Mr. BARTOL. Against it.
Chairman GIBBONS. Thank you.
Do any of my other colleagues have questions?
Mr. PEASE. Maybe we could expedite this even further by having 

the witnesses nod either yes or no.
Chairman GIBBONS. That happened on the DISC tariff bill a few 

years ago. Everybody in there was calling it only a deferral and 
were winking. The reporter didn't get the winks, and now it is a 
big problem because the reporter didn't pick up the winks. Every 
body really knew it was a forgiveness. Very few except Mr. Corman 
ar.d myself called it a forgiveness. So we can't have head move 
ments in the record or "movements" either.

Mr. ABBEY. If I just may point out one thing with regaid to the 
Snake River bill, Mr. Gibbons. If such a bill were enacted, it would 
be the only statutory Customs district.

Chairman GIBBONS. I don't know. The Tampa Customs District is 
a statutory district established in 1859 under petition of the Florida 
Legislature. It was acted on by the Ways and Means Committee. I 
wasn't here at that time. Somebody cleaning out the Capitol the 
other day found that and gave it to me.

Mr. FRENZEL. Whereupon, you issued a press release.
Chairman GIBBONS. I sent it to the Historical Society.
Mr. ABBEY. Even standing corrected, I don't believe currently we 

have any.
Chairman GIBBONS. We haven't done it to you recently.
Mr. ABBEY. No.
Chairman GIBBONS. Well, relax, we may.
They think this is a good bill. What is wrong with it? Why don't 

you want a district out there?
Mr. ABBEY. Well, there are already districts out there.
Chairman GIBBONS. There must be some problems with the exist 

ing districts. When we hear from Mr. Wyden we will find out about 
that. Have you all talked with him about this?

Mr. BARTOL. Yes, sir; but I was not present at the meeting. Rep 
resentatives of Customs talked with him.

Mr. FRENZEL. Mr. Chairman, I think the allegation is that the 
proposed district follows the boundaries of a natural trade area 
which conform at least somewhat to natural transportation on the 
river or natural boundaries. Don't you believe that is true?

Mr. BARTOL. Based on the current work loads, no, sir. The prob 
lem with the current bill is that it does cross State lines and the 
current work load that we are experiencing in Boise and East



Point and the northern border as it is relating to Canada, not to 
Portland.

Mr. FRENZKL. Does your testimony submitted for the record con 
tain information on the work load variance?

Mr. BARTOL. No, sir; none.
Mr. FRENZKL. It would be a good idea to print that on the record.
Mr. Chairman, I would ask permission to have that included in 

the record.
Chairman GIBBONS. All right, fine.
[Additional material was not received in time to be included in 

the printed record.]
Chairman GIBBONS. Thank you very much. This completes the 

administration on this.
For now let me suggest to the staff it may be easier if we hear 

the proponents of these and understand what these bills are a little 
better before we hear the administration in the future on all these 
bills. Let the proponents state the needs, and then let the adminis 
tration come in and shoot them down.

OK. We have got Mr. McKinney here. Come up and tell us about 
your bill.

STATEMENT OF HON. STEWART B. McKINNEY, A REPRESENTA 
TIVE IN CONGRESS FROM THE STATE OF CONNECTICUT

Mr. McKiNNEY. If you don't see me, I can't get in trouble.
Chairman GIBBONS. You don't seem to be in trouble. The admin 

istration supports your bill, and we have got the Air Transport As 
sociation.

Mr. McKiNNEY. I have Mr. Joseph Berg and Mr. Paul Hyman.
Chairman GIBBONS. Why don't we get them to come forward at 

the same time?
Now in your oral statements, if you all would very briefly state 

what the need is and how your bill fulfills that need. We are going 
to have Mr. Stanley Nehmer right behind you, and he is going to 
shoot you down.

Mr. McKiNNEY. Mr. Chairman, realizing the constraints of your 
time, I have a very, very short statement.

Chairman GIBBONS. All right, sir. Any long statements we will 
put in the record.

Mr. McKiNNEY. I am delighted, needless to say, to be here with 
Mr. Joseph Berg, president of Air Express International, and Mr. 
Paul Hyman, director of the cargo services for the Air Transport 
Association on behalf of H.R. 4178.

H.R. 4178 is a bill I introduced on October 20, 1983, as a compan 
ion to S. 1184 introduced by Senator Spark Matsunaga and now a 
part of H.R. 3398, a bill awaiting floor action in the Senate. Our 
bills increase the value of goods eligible for informal customs entry 
into the United States. As you know, informal entry follows the 
consignees to pay duties and obtain imported goods whose value 
does not exceed the legal limit at airport customs stations without 
the extensive paperwork and lengthy delay otherwise required. 
Since 1953, the value limit on informal entry has been $250. Al 
though inflation has reduced the value of the dollar, no adjustment 
has been made in the informal entry limit. As a result, goods that
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at one time qualified for informal entry must now go through more 
cumbersome procedures.

Section 205 of H.R. 3398 increases to $1,000 the value of goods 
eligible for informal entry. During consideration of H.R. 3398 by 
the Senate Finance Committee, concerns were raised that increas 
ing the informal entry level would result in statistical discrepan 
cies with respect to data on import sensitive goods and make moni 
toring more difficult. To solve this problem, the Senate Finance 
Committee adopted amendments which exempt certain leather re 
lated products, textiles and apparel from the informal entry ceiling 
increase. I support the amendments adopted by the Senate.

In addition, H.R. 3398 increases the informal entry limit to 
$1,000 while H.R. 4178 increases the limit to $1,500. While I feel 
the higher limit is more appropriate, I would not object to the limit 
being set at either $1,000 or some figure between $1,000 and $1,500.

Since the Senate committee action, a further concern has been 
raised regarding the Census Bureau's responsibility to publish all 
data for formal entries in its regular published statistical series. I 
share this concern and believe a clarification would be helpful. 
Without complete statistical information regarding these import 
sensitive goods, we will be unable to adequately monitor the impact 
of imports on U.S. textile and leather products industry.

Rather than amending the bill further, however, I prefer placing 
clarifying language in the committee report. This procedure would 
avoid complicating a noncontroversial bill with matters which may 
be within the jurisdiction of another House committee, while clari 
fying our understanding of the U.S. Census Bureau's statistical re 
porting responsibility.

Mr. Chairman, this noncontroversial bill will relieve the hard 
ships of inconvenience, delay and expense on small importers and 
the air freight industry. Most members of the air freight industry 
are involved in international trade. An increase in the informal 
entry ceiling would result in reduced paperwork and excessive bro 
kerage fees which endanger the small businessman's viability.

H.R. 4178 will also relieve any unnecessary burden on the U.S. 
Customs Service which must deal with this complex and unneces 
sary bottleneck on a limited budget. I urge the subcommittee to 
adopt this measure in order to relieve the burdens and delays 
which now exist.

Thank you.
Chairman GIBBONS. Thank you.
We appreciate you bringing this to our attention. As I said, the 

administration says they have a few technical amendments to it, 
but other than that, it seems to be all right.

The Air Transport Association, Mr. Hyman.
Mr. HYMAN. Mr. Chairman, I have a formal statement which I 

would like to put in the record.
Chairman GIBBONS. Let's put the formal statement in the record.

STATEMENT OF PAUL HYMAN, DIRECTOR FOR CARGO SERVICES, 
AIR TRANSPORT ASSOCIATION OF AMERICA

Mr. HYMAN. My name is Paul Hyman. I am the director for 
cargo services for the Air Transport Association. Our membership
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is comprised of 34 air carriers, many of which carry air freight in 
international commerce and have a keen interest in the flow of air 
borne international trade.

For example, last year the value of goods and equipment moved 
by air to and from the United States exceeded $83 billion, and the 
rapid movement of these goods from the shipper to consignee, espe 
cially for imports, is often impeded by archaic customs procedures 
and rules.

The members of ATA encourage the streamlining of customs pro 
cedures and, thus, support legislation which would increase the in 
formal customs entry limitation from $250 to $1,500. This change 
will accomplish three important objectives: One, it reduces the cost 
of paperwork associated with importing merchandise. We have 
heard Mr. Schaffer of the Customs Service admit to a $10.5 million 
saving to the Government. There are additional savings to the 
small business activities and the importer which should be consid 
ered as additional to those savings to the Government.

Another objective of this legislation is to improve the productivi 
ty of the Customs Service and resulting efficiencies there. Addition 
ally, this bill fosters international trade by simplifying the docu 
mentation for imports.

I would like to provide additional information substantiating 
each of these improvements that are made possible by the speed 
and efficiency of informal entry procedures. The absence of a cus 
toms bond, the elimination of any formal appraisement, and the 
flexibility provided by informal entry will reduce the Customs 
Service work load considerably. Raising the informal entry limit to 
$1,500 would eliminate thousands of formal entries each day. Also 
this change will permit a significant improvement in the reliability 
of formal entry data.

Many small shippers find the formal requirements are too com 
plicated and delays in paperwork are frustrating, so rather than go 
through these trials and tribulations, they seek alternative sources 
and often have to incure additional costs.

In recent years the air delivery within the domestic market has 
boomed offering many opportunities for both large and small entre 
preneurs to function with minimal investments. This has been 
dampened somc-vhat by the existing $250 limit set in 1953. This 
threshold is insensitive both to inflation and is unresponsive to the 
growing demands for international commerce.

We are talking not only about imports but exports can be affect 
ed here too because many components for high-tech and industrial 
products are assembled in this country, where they at first involve 
imports from foreign countries, and it would be of significant bene 
fit if we had a more simplified informal entry procedure for these 
components

In conclusion, the ATA strongly supports the provisions in H.R. 
4178 to increase the current informal entry limitation in order to 
better facilitate the flow of air cargo into the United States.

Thank you, Mr. Chairman.
Chairman GIBBONS. Thank you.
[The prepared statement follows:]
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STATEMENT OF PAUL HYMAN, DIRECTOR FOR CARGO SERVICES OF THE AIR TRANSPORT
ASSOCIATION

My name is Paul Hyman, Director for Cargo Services of the Air Transport Asso 
ciation of America. Our membership is comprised of 34 air carriers, many of which 
carry air freight in international commerce and have a keen interest in the flow of 
international airborne trade.

During 1983, the value of goods and equipment, moved by air to and from the U.S. 
in international air freight, exceeded $83 billion. The rapid movement of these goods 
from shipper to consignee, especially for imports, is often impeded by archaic Cus 
toms procedures and rules.

The members of ATA encourage the streamlining of Customs procedures, and 
thus, support legislation which would increase the informal Customs entry limita 
tion from $250 to $1,500. This change will accomplish three important objectives.

1. It reduces the cost of paper work associated with importing merchandise;
2. It improves the productivity of Customs Service workload processing with re 

sulting efficiencies;
3. It footers international trade by simplifying imports.
I would like to provide additional information substantiating each of these im 

provements that are made possible by the speed and efficiency of informal entry 
procedures. The absence of a Customs bond, the elimination of any formal appraise 
ment, and the flexibility provided by informal entry will reduce the Customs Service 
workload considerably. Raising the informal entry limit to $1,500 would eliminate 
thousands of formal entries each day. Also, this change will permit a significant im 
provement in the reliability of formal entry data.

During 1983, there were over 5.3 million formal entries filed. We estimate that 
ten percent or approximately one-half million entries would be eligible for informal 
entry under the $1,500 threshold established by H.R. 4178, thus permitting Customs 
Service personnel to concentrate on the approximately $8 billion in formal entries 
filed during 1983. The present backlog of unappraised formal entries can be better 
managed under the new higher informal entry limit.

In 1983, duties collected under the filing of informal Customs entry were $20.9 
million. The cash flow represented by this program is rapid, resulting in little in 
vestment of government resources Formal entry delays do not provide the most 
prompt payment to the Government. The higher informal entry limit will increase 
the volume of cash flow to the U.S. Treasury under this program.

Small business activities frequently rely on shipments of the type affected by the 
legislation. Raising the limit in accordance with H.R. 4178 would be of great benefit 
to small business. Many small shippers find that formal entry requirements are too 
complicated. The delays and paperwork can also frustrate the importer waiting for 
the goods. Rather than go through the trials and difficulties of formal entry require 
ments, they will consider alternative sources or incur the costs of expert forwarding 
and facilitation agents. These costs may discourage international trade and especial 
ly small business involvement in international trade.

In recent years, air delivery of package merchandise within the domestic market 
boomed, offering many opportunities for both large and small entrepreneurs to oper 
ate with minimum inventory investments and expertise. The international move 
ment of parcels has been dampened by the existing $250 limit for informal Customs 
entry Established in 1953, this threshold is insensitive to inflation and unresponsive 
to growing demands for international commerce from all sectors of our economy.

International trade exports and imports will benefit from an increased informal 
entry limit. Many components for high technology and industrial products assem 
bled in the United States for export are first imported from foreign countries and 
would benefit significantly from more simplified informal entry procedures. The top 
ten categories of airborne exports from U.S. industries in 1983 include: computers, 
electrical machinery, scientific instruments, power generating machinery, aircraft, 
spacecraft, and telecommunications equipment. The import and export of electrical 
machinery and parts alone were valued at over $14 billion last year. With this com 
modity and computers, many of the components which are imported are used to 
generate still other exports.

With regard to the commodities impacted by this change, we understand that Cus 
toms entry limits on shipment of textiles and leather merchandise would not be al 
tered by the provisions of H.R. 4178. To the extent that language in H.R. 3398 de 
fines clearly that status quo will be maintained on the requirements for formal 
entry for textiles and leather, it may be appropriate to incorporate the commodity 
definition as outlined in H.R. 3398, a bill to change the tariff treatment with respect 
to miscellaneous articles.
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In conclusion, the Air Transport Association strongly supports tin- provision in 

H.R. 417K to increase the current informal entry limitation in order to better facili 
tate the flow or air cargo into the United States.

Chairman GIBBONS. Mr. Berg.

STATEMENT OF JOSEPH BERG, PRESIDENT. AIR EXPRESS INTER 
NATIONAL CORP., AND PRESIDENT, AIR FREIGHT ASSOCIATION

Mr. BERG. Thank you, Mr. Chairman.
I am Joe Berg. I am here in a dual capacity today as president of 

Air Express International, a large international company, and Air 
Freight Association of America. We operate our own aircraft inter 
nationally and also purchase space from scheduled air carriers.

I am encouraged to hear that we have received support from 
both U.S. Customs and the Department of Commerce. Our position 
is clearly outlined in our exhibit, but I would like to stress a few 
points.

I have been in the industry 34 years as my gray hair attests. I 
have seen the present system continue, and it wastes time and it is 
very costly.

If no proposal is adopted, large States, for example, Minnesota, 
would have special benefits. Today a consignment comes for a 
farmer in outlying Minnesota, comes into New York, and would 
then be sent in bond to Minneapolis-St. Paul. The farmer would re 
ceive a notice, "Please come and collect your piece." It would take 
probably 1 week to 10 days. You have to pay well over $100 to get 
that shipment cleared through Customs.

Our proposal would have that parcel and that piece at his door 1 
to 2 days from departure from overseas for less than $62. I think it 
is a special benefit to the consignee in the United States and espe 
cially to those large outlying States where you have small men 
waiting for urgently needed parcels.

Thank you.
Chairman GIBBONS. Thank you, sir.
[The prepared statement follows:]
STATEMENT OF JOSEPH BERG, PRESIDENT, AIR EXPRESS INTERNATIONAL CORP., AND 

PRESIDENT, AIR FREIGHT ASSOCIATION
The Association is a nationwide trade organization which represents a large seg 

ment of the air cargo industry. Our members include airlines, air freight forward 
ers, and companies which provide both services to the U.S. shipping public. A list of 
AFA members is attached hereto as Exhibit I.

Most of the members of the air freight industry operate internationally as well as 
domestically and are therefore vitally interested in any legislation designed to ease 
the Customs entry process. H.R. 4178 is one such piece of legislation. At a time 
when budget cuts and an ever increasing number of imports threaten to swamp the 
U S Customs Service with more work than it can efficiently handle, any move to 
simplify customs procedures must be viewed as a positive step. Such legislation now 
sits before this Subcommittee and should be expeditiously approved. Introduced by 
Representative Stewart McKinney of Connecticut, House Bill H.R. 4178, as present 
ly written, would amend the Tariff Act of 1030 to increase from $250.00 to $1,.">00.00 
the amount allowed for informal entry of commercial goods.

Under the provisions of informal entry, the consignee is permit .x-u to pay duties 
and obtain imported goods whose value does not exceed the legjl limit at airport 
customs stations at the time of their arrival. In turn, reduced paperwork and ' Awer 
brokerage fees (which can amount to as much as 50 percent less, if a broker is . sed) 
make informal entry a particular asset to small businesses. The inability to use this 
procedure on shipments with a value of over $250.00 creates an artificial, govern 
ment-imposed, restriction on international trade and creates unfair and unwarrant-



636

ed burdens on customs personnel who are currently past the limits of their efficient 
capabilities.

When originally signed into law as the nation's basic customs legislation, the 
Tariff Act of 1930 provided for a $100.00 value limit for informal entry of commer 
cial merchandise into the United States. This amount was increased to $250.00 in 
1933 and has remained there ever since, notwithstanding the fact that significant 
inflation has reduced the purchasing power of the dollar to approximately one-quar 
ter of its 1953 value. Thus, precisely the same goods which once qualified for infor 
mal entry now must be treated as a formal entry, a much more cumbersome, time- 
consuming and expensive process. The net result of the use of the out-dated $250.00 
limit, coupled with the inflation rate since 1953, has been to violate the clear intent 
of the customs laws. A new, updated, limit is needed now to cure this inequitable 
situation.

In further support of S. 4178, it should be noted that some of our major trading 
partners, Canada, for example, have higher informal entry limits. In addition, other 
individual supporters of a change in U.S. law will undoubtedly come from the grow 
ing international small package trade, as the value of most small packages falls 
squarely within the $250.00 to $1,000.00 range. For example, my company, Air Ex 
press International, one of the country's major international air freight forwarders, 
is currently handling approximately 10,000 shipments per month from the United 
States under it "Interpak", or door-to-door, service, but only 500 such shipments 
into the United States. The major reason for this imbalance is the current $250.00 
informal customs entry limit.

Finally, perhaps the most telling argument in favor of the immediate passage of 
H.R. 4178 is that it will assist the U.S. Customs Service in performing its functions. 
More informal entry results in less work for the harried agency, whose workforce is 
barely able to keep up with its required tasks. Therefore, the passage of H.R. 4178 
will prove to be as great an assist to the Customs Service as it will to businesses, 
large and small, throughout the country.

Finally, it should be noted that legislation similar to H.R. 4178 has already been 
reported out of the Senate Finance Committee and has been consolidated in a pack 
age of non-controversial trade legislation now ready for final Senate action (H.R. 
3398). The precise wording of the Senate bill, which is acceptable to the members of 
the Association, was written to accommodate the legitimate concerns of the U.S. 
textile and leather products industries and was not objected to by either of these 
industries (see Exhibit III). The only substantive differences between H.R. 4178 and 
the Senate version are that the dollar limit in the Senate bill is $1,000, not $1,500, 
and the items exempt from this increased limit are set forth in more detail. For the 
convenience of the Committee, attached as Exhibit II k an annotated version of 
H.R. 4178 to reflect the wording now before the Senate in h.R. 3398.

In summary, the expeditious passage of H.R. 4178 will both facilitate internation 
al trade and will improve the efficiency of the U.S. Customs J ervice. Therefore, the 
Air Freight Association strongly supports its passage as quickly as possible.
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EXHIBIT I 

AIR FREIGHT ASSOCIATION MEMBERSHIP LIST

AIR EXPRESS INTERNATIONAL

AIRBORNE FREIGHT CORPORATION

AIRSPEED, INC.

AMERFORD INTERNATIONAL CORPORATION

AMERICAN AIRLINES, INC.

ASSOCIATED AIR FREIGHT

THE AVIATION GROUP

BURLINGTON NORTHERN AIR FREIGHT

CAM AIR INTERNATIONAL

COMBS AIRWAYS, INC.

EMERY WORLDWIDE

EVERGREEN INTERNATIONAL AIRLINES

FLYING TIGER LINE

GENERAL AVIATION, INC.

IMPERIAL AIR FREIGHT

INTERSTATE AIRLINES

NORTH AMERICAN VAN LINES

PILOT AIR FREIGHT

PROFIT FREIGHT SYSTEM

PUROLATOR COURIER CORPORATION

SMB STAGE LINE, INC.

SOUTHERN AIR TRANSPORT

SUMMIT AIRLINES, INC.

SURFAIR

TRANSAMERICA AIRLINES

WTC AIR FREIGHT

Darien, Connecticut 

Seattle, Washington 

Inglewood, California 

Jamaica, New York 

Dallas/Ft. Worth, Texas 

New Hyde Park, New York 

Raleigh, North Carolina 

Irvine, California 

Miami, Florida 

Denver, Colorado 

Wilton, Connecticut 

McMinnville, Oregon 

Los Angeles, California 

Greeneville, Tennessee 

Newark, New Jersey 

Ypsilanti, Michigan 

New Haven, Indiana 

Lima, Pennsylvania 

Los Angeles, California 

New Hyde Park, New York 

Dallas/Ft. Worth, Texas 

Miami, Florida 

Philadelphia, Pennsylvania 

Atlanta, Geor<* a 

Oakland, California 

Torrance, California
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EXHIBIT II 
p. 1 Of 2

98TH CONGRESS 
IST SESSION H.R.4178

To unend the Tariff Act of 1930 to increue from 1250 to 11.500 the value of 
goods eligible for inform*! entry, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES
OCTOBER 10. 1983

Mr. McKiNNET introduced the following bill; which was referred to the 
Committee on Wava and Me«ni

A BILL
To amend the Tariff Act of 1930 to increase from $250 to 

51.000 $1,500 the value of goods eligible for informal entry, and 
for other purposes.

1 Be it enacted by the Senate and House of Repri-senta-

2 tines of the United States of America in Congress assembled,

3 That paragraph (1) of section 438 of the Tariff Act of 1930

4 (19 U.S.C. J.498(aXl)) is amended—
5 (1) by striking out "$250" and inserting in lieu

"1.000" 6 thereof "|l.,500'-' ; and

7 (2) by- inserting before the semicolon at the end
8 thereof the following: ", except that this paragraph

9 does not apply to textile goods and products valued in
classified in— JQ excess of $250, •meicuamiue -robjrot lu quaiititatmr

r
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EXHIBIT II 
o, 2 of 2

"(A) schedule 3,

"(B) parts 1, 4A, 
7B, 12A, 12D, and 
L3B of schedule 7, 
ind

"(C) parts 2 and 
) of the Appendix, of

-import rggtriotionii artioloo oubjeet-4o antidumping or 
duties, OP any other article for wKkh

formal entry ia required without icg

o bv tho first section of

is required without 
regard to value."

5 thia Act shall apply wi 

7 enactment of this Act.

itlea entered, or

(b) The amendment 
aade by subsection (a) 
shall apply with respect 
•A articles entered, or 
athdrawn from warehouse 
for consumption, on or 
ifter the fifteenth day 
ifter the date of the 
aiactjnent of this Act.
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EXHIBIT III 
p. 1 of 2

S. Em. 06-057

MISCELLANEOUS TARIFF BILLS, 1983-84

HEARING
BXTORB THB

SUBCOMMITTEE ON INTERNATIONAL TRADE
or ran

COMMITTEE ON FINANCE 
UNITED STATES SENATE

NINETY-EIGHTH CONGRESS
FIB3T SESSION

OCTOBER 21. 1988

Printed for the OM of the Committe* on

0.8. OOVKHTMXXT PHINTINO OJTICB 
WASHINGTON : 19M
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EXHIBIT III 
p. 2 of 2 

222

Senator DANTOHTH. Senator Mitchdl.
Senator MITCHBT.I.. No questions.
Senator DAWFORTH. Senator Matsunaga.
Senator MATSCXAOA. Thank you, Mr. Chairman.
Mr. Nehmer.
Mr. NEHMZH. Yes, sir.
Senator MATSUNAOA. If we should exclude textiles from the increase, 

would you then favor the bill ?
Mr. NEHMXR. Well, sir, I am here on behalf of two separate 

groups—fiber textiles and apparel, and leather products.
Senator MATSUNAOA. If we also exclude leather products, would you 

then favor the bill?
Mr. NEHMER. If you exclude schedules 3 and 7 there would be no 

basis for our opposition to thi^ legislation. All of these products art> 
included in those two schedules. And I don't think in schedule 7 there 
is verr much other than what we have been talking about!

Senator MATSUNAOA. If we reduce the maximum importable amount 
to $500 or $750, would you then favor the bill?

Mr. NEHMER. Sir, I would have to say, insofar as these products 
are concerned there would still be a problem. I think I pointed out in 
my testimony that the average unit price of a flat goods or personal 
leather goods imported last year was 75 cents or 76 cents. A lot can 
come in at $500 or $600 or $750 and not be recorded in the actual 
statistics. That's the problem.

If you were to exclude textiles, apparel, the leather products that 
we are talking about, there would be no basis for our even being here 
today, obviously.

Senator MATSUXAOA. Yes; I understand,
As you know, and as has been pointed out, the $250 limitation was 

set back in 1953. There has been considerable inflation since then, you 
must admit. In 1953 were you opposed to the raising of the amount 
from $100 to $250?

Mr. NEHJTER. No, sir. In 1953 I was in the U.S. Government, and I 
was not involved in this at all.

Senator MATSUNAOA. In the Customs Service.
Mr. NEHMXR. No, sir. I was in the State Department, actually, 

in 1953.
I should point out, Senator, that in 1953 the import impact on these 

industries was nowhere as it is today. The textile import program 
didn't begin until 1957, with an agreement negotiated with Japan. 
There was no import penetration of 65 percent of footwear in 1953. If 
imports had 2 percent of the U.S. market it would have been a lot 
in 1953.

What we are talking about is the current situation. Senator, which 
has deteriorated so badly—as I know you are aware of—that thi- p.ir 
ticular point of $250 versus $1,000 or some intermediate fijrim become-: 
a very serious problem to these import-impacted industries.

Senator MATSCXAGA. As you probably know, the Custom- St'rnn>. 
including the employees, have approached me to do somethm" i!>nut 
this, because thev are overburdened with work with the S-2.">o Imi'tn 
tion. They miss the larger imports because they need to pay too much 
attention to the smaller ones. What do you say to them ?
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Chairman GIBBONS. Mr. Pease.
Mr. PEASE. Thank you, Mr. Chairman.
I don't have any question on the testimony. It seems like a 

worthy piece of legislation which would certainly assist our efforts 
to improve international trade. I would like to ask a question, if 
the chairman would indulge me, which I hope our two noncongres- 
sional witnesses will answer.

There was a story in the Washington Post this morning about 
overloading the air traffic control system. Without extending this 
hearing more than 60 seconds or so, could you comment from your 
experience in that area. Are we in trouble with our air traffic con 
trol system?

Mr. HYMAN. I prefer not to comment on that.
Chairman GIBBONS. OK.
Mr. BERG. I simply haven't had any experience with it. I have 

had no problems.
Mr. PEASE. Thank you.
Mr. McKiNNEY. As the nonprofessional, I would say if one flies 

the New York corridor, as I am stuck flying two or three times a 
week sometimes, 55 minutes on the runway at National is some 
thing of an overload somewhere. I am not quite sure where.

Mr. PEASE. Clearly then you are an expert in that particular 
aspect.

Mr. McKiNNEY. I am an expert in Eastern Airlines upholstery.
Mr. PEASE. Thank you, Mr. Chairman.
Mr. FRENZEL. Mr. Chairman, I think the fact that this law has 

stood at $250 since 1953 is astounding. It is even more unbelievable 
that Lucy McKinney could have stood Stewart for that same period 
of time.

It sounds to me like a wonderful bill, and I am indebted to Stew- 
art for bringing it to us because usually it is the kind of thing I 
have to do.

Thank you.
Mr. McKiNNEY. Thank you, Mr. Chairman.
As usual, your committee is a delight.
Chairman GIBBONS. Thank you. We are glad to have you.
We will next take up the testimony from the American Fiber, 

Textile, Apparel Coalition, and Leather Products Coalition. Mr. 
Stanley Nehmer, their consultant, come right ahead. We are 
always happy to see and hear you, Mr. Nehmer.

STATEMENT OF STANLEY NEHMER, CONSULTANT, AMERICAN 
FIBER, TEXTILE, APPAREL COALITION, AND LEATHER PROD 
UCTS COALITION
Mr. NEHMER. You are very kind, Mr. Chairman. It is always good 

to see you.
We may haw a meeting of the minds on this piece of legislation 

from what I have heard this morning. Mr. Frenzel and Mr. McKin 
ney, I think I should say that, if the level of imports of textiles and 
apparel and leather products today were the same as they were in 
1953, we probably wouldn't be here.

But we have a much different set of circumstances, and we are 
aware of the fact that with respect to the low value imports of.
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shirts, or of shoes, or of textiles, that when you raise the informal 
entry level from $250 to $1,000 or $1,500, you are going to lose a 
considerable amount of detail in the statistical coverage.

I think where we are at this point in time, Mr. Chairman, is that 
Mr. McKinney has said that he, if I understood him correctly, ac 
cepts section 205 of H.R. 3398 of the Matsunaga bill, and we spent 
a lot of time over in that body working that out, and that is just 
fine.

There is only one issue. It is an important issue, I think, that re 
mains here, and that is the question of how the Census Bureau is 
going to publish the data between $251 and $1,000 for the excepted 
and excluded products.

Mr. McKinney suggested that there be very clear report lan 
guage to the effect that the Census Bureau should publish these 
data in the same way as they publish the entries from $1,000 and 
over. We have a letter from (he Secretary of Commerce on this 
issue, which I have to say to you we have not been able, with all 
respect to the Secretary and the Census Bureau, to figure out ex 
actly what it means.

We propose that there be an extra paragraph in this legislation 
which would require the Census Bureau to include data on the 
items that are excluded in the regular statistical series without 
regard to whether such entries are valued between $250 or over 
$1,000.

We heard this morning from the Commerce Department indicat 
ing that there would be separate statistical runs published on these 
excluded products and they talked about it on a monthly basis. But 
I am holding in my hand the Dible for people who worry about im 
ports of various products, which is an annual volume, and I didn't 
hear them say anything about annual.

I wonder if I could make this suggestion, Mr. Chairman, that per 
haps your staff in the Trade Subcommittee, the Census Bureau, 
and we could get together to see exactly what the Census Bureau 
plans to do, and it may very well be that Mr. McKinney's language 
is quite adequate.

Chairman GIBBONS. I am so directing him to do that right now.
Mr. NEHMER. If they could act as the mediators, we have had 

some difficulty getting a meeting, believe it or not, with the Census 
Bureau, but we would like to get together with them and see exact 
ly what they have in mind.

Chairman GIBBONS. We would be happy to do that.
Mr. NEHMER. Except for that one standpoint, T think we are all 

on the same wave length as the Senate Finance Committee and 
Mr. McKinney and hopefully your subcommittee, Mr. Chairman.

Chairman GIBBONS. Thank you very much, sir.
[The prepared statement follows:]

STATEMENT OF STANLEY NEHMER PRESIDENT, ECONOMIC CONSULTING SERVICES INC.. 
ON BEHALF OF AMERICAN FIBER, TEXTILE, APPAREL COALITION, AND THE LEATHER 
PRODUCTS COALITION
American Fiber, Textile, Apparel Coalition: Amalgamated Clothing & Textile 

Workers' Union, AFL-CIO; American Apparel Manufacturers Association; Ameri 
can Textile Manufacturers Institute; American Yarn Spinners Association; Carpet 
and Rug Institute; Clothing Manufacturers Assc?iation of U.S.A. Industrial Fabrics 
Association International; International Ladies' Garment Workers' Union, AFL-
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CIO; Knitted Textile Association, Luggage and Leather Goods Manufacturers of 
America; Man-Made Fiber Producers Association; National Association of Hosiery 
Manufacturers, Nation?! Association of Uniform Manufacturers, National Cotton 
Council, National Knitwear & Sportswear Association, National Knitwear Manufac 
turers Association, National Wool Growers Association, Neckwear Association of 
America; Northern Textile Association, Te.\.ile Distributors Association, and Work 
Glove Manufacturers Association.

Leather Products Coalition: Amalgamated Clothinp and Textile Workers Union, 
AFL-CIO; Footwear Industries of America, Inc.; International Leather Goods, Plas 
tics and Novelty Workers' Union AFL-CIO; Lup^age and Leather Goods Manufac 
turers of America, Inc, United Food and Commercial Workers International Union, 
AFL-CIO; and Worker Glove Manufacturers Association.

SUMMARY

The American Fiber, Textile, Apparel Coalition (AFTAC) and the Leather Prod 
ucts Coaliton oppose H.R. 4178 in its present form Instead, we recommend that the 
bill be amended to conform with Section 205 of H.R 3398 which has been favorably 
reported by the Senate Finance Committee Additionally, this legislation should in 
clude language wh-ch will require the Census Bureau to continue to publish import 
data for the exempted products under Section 205 (textiles, apparel and leather-re 
lated products) in their regular published statistical series.

The reasons why textiles and apparel and leather-related products should be ex 
cluded from an increase in the informal entry ceiling from $250 to §1,500 are:

With respect to textiles and apparel, the MFA requires a sophisticated monitoring 
system by which textile and apparel imports are charged against maximum allow 
able levels of imports from certain countries. This requires precise customs docu 
mentation. There are already an indeterminate amount of apparel imports which do 
not get charged against negotiated quotas due to informal entry. An increase from 
$250 to $1,500 in the informal entry ceiling would result in considerably larger 
number of import shipments which will not be counted against negotiated MFA 
levels, greatly impairing the operation of the MFA.

Accurate trade data are also needed to set restraint levels on textile and apparel 
products not currently covered by restraints under the MFA, but which are brought 
under control as imports increase to the point of causing disruption to the U.S. 
market.

A major priority for the import-sensitive textile, apparel and leather-related prod 
ucts industries is accurate trade data in order to analyze the economic impact of 
imports on the domestic market. An increase in the informal entry ceiling for these 
product shipments would be a detriment to the collection of accurate trade data.

The inducement to ship in smaller lots to avoid formal U.S. Customs procedures 
becomes greater as the leval of informal entry is expanded. Aggregate import levels 
could become increasingly understated if shipments under $1,500 are not included 
in Census data.

Because many textile/apparel and leather-related items are of low-unit value, 
large quantities can be shipped under an increased informal entry ceiling, whether 
it is $1,00 or $1,500.

An increase in the informal entry ceiling would exacerbate the problem of under 
valuation and misclassifications by exporters in order to avoid being subject to tex 
tile/apparel restraint levels and in the case of leather-related products to avoid pay 
ment of proper duty rates

STATEMENT

This statement is presented on behalf of the 21 members of the American Fiber/ 
Textile/Apparel Coalition (AFTAC) and the (> member organizations of the Leather 
Products Coalition. AFTAC and the Leather Products Coalition represent trade as 
sociations and labor unions in both the fiber, textile and apparel industries and the 
leather-related industries.

Both Coalitions oppose H.R. 4178 in its present form.
Before we explain why we are opposed to an increase in the informal entry ceiling 

for our products (textiles, apparel, footwear, luggage, personal leather goods, hand 
bags, work gloves, and leather apparel), it is first useful to examine how informal 
entry procedures affect the Government's counting of imports. Goods which are im 
ported under informal entries go unrecorded in the official TSUSA commodity by 
country statistics maintained by the U.S Bureau of the Census. These statistics are 
vital to any industry concerned about imports, and t",.? impact of imports on their 
industry and market. Even under the present ceiling of $250, imports entering
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under informal entry procedures are not counted in the relevant trade statistics by 
commodity. No quantity data are provided. -Census merely estimates the approxi 
mate value of total import shipments of all items valued at $250 or less for inclusion 
in a single, basket commodity classification by country of origin. This basket catego 
ry is TSUSA 999.9500 ("under 251 formal and informal entries estimated"); in 1982 
the value of U.S. imports in TSUSA 999.0500 was $339.5 million, and the total 
number of informal entries was 2G.713. Any shipments of imported goods valued at 
under $250, do not get included in the import statistics on that particular commodi 
ty but would merely be counted in TSUSA 999.9500. The first attachment to my tes 
timony contains a page from the Bureau of the Census Publication FF 24G which 
illustrates this point. These data are absolutely useless in determining the articles, 
their value, or their quantity contained therein.

It is also worth noting that the U.S. Customs Service and the Census Bureau have 
different criteria for considering a shipment to be an informal entry. Census' defini 
tion is the one which ultimately affects whether or not an entry gets counted with 
the relevant commodity statistics or in the basket category for informal entries. 
Census' view of informal entries presents a major problem insofar as the textile/ 
apparel and leather-related industries are concerned. The following example is illus 
trative:

1. Assume that the ceiling for informal entries is $' '00. A shipment of shoes ar 
rives in the United States with a total value of $2,1, This shipment, however, is 
composed of three different types of shoes falling intc ree different TSUSA items. 
One of the TSUSA items (for example, men's leather athletic shoes, TSUSA 
700.3515) is valued at $900; one (for example, men's leather work shoes, TSUSA 
700.3527) is valued at $700; and one (for example, women's leather athletic shoes, 
TSUSA 700.4506) is valued at $700.

2 Customs would process this shipment as a formal entry because the total value 
of the shipment at $2,300 is in excess of $1,500.

3. Census, on the other hand, would consider each of the three items as informal 
entries because the value of the different TSUSA items is $1,500 or less Census 
would not report statistics on each of the entries in the relevant import statistics on 
shoes. Thus, ov—all statistics on shoe imports would not contain this $2,300 ship 
ment.

Census has esti. . tted that increasing the informal entry ceiling just to $1,000 
would result in a 22 percent reduction in the number of import records processed 
for total imports Such a substantial reduction is likely to have significant ramifica 
tions in statistical reporting in certain commodities, particularly low-unit value 
items such as textiles and apparel, and leather-related products.

Because this is the case, textiles, apparel and leather-related products should be 
excluded from any proposal to increase the informal entry ceiling. For textiles and 
apparel this is particularly important in order to ensure the effective operation of 
the Multifiber Arrangement and to prevent further fraud and abuse in U.S. textile 
import trade.

The textile and apparel industry is still the largest employer in manufacturing in 
the United States although employment in the textile industry in now 1,984,500— 
about 150,000 below 1980 levels and 350,000 below employment in 1974. Some 
750,000 textile and apparel jobs have been permanently lost in this industry because 
of imports. Last year textile and apparel imports reached a new record level of 7.4 
billion square yard equivalents, a 25 percent increase from 1982. Textile/apparel im 
ports over the past three years have increased by 52 percent. During the first four 
months of this year, alone, there has been a 49 percent increase in textile/apparel 
imports over the same period in 1983.

The manufacture of apparel is highly labor intensive. Domestic apparel producers 
find it difficult to compete with foreign producers, especially those in low wage, de 
veloping countries. The industry therefore relies upon the Multifiber Arrangement 
(MFA) to alleviate import pressure on the textile and apparel industries.

The MFA requires a sophisticated monitoring system by which textile and appar 
el imports are charged against maximum allowable levels of imports from certain 
countries. The procedure for monitoring imports requires precise customs documen 
tation as to the kinds, quantity, and value of imported articles. Even under current 
statutes, however, some apparel items from some countries, despite inclusion in the 
MFA, can be imported into the United States under informal entry procedures if 
the total value of the shipment does not exceed $250. This results in an already in-

30-600 0-85-42
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determinate number of apparel imports which do not get charged against negotiated 
quotas due to informal entry.

An increase in the maximum informal entry level would result in a considerably 
larger number of import shipments which would not be counted against negotiated 
MFA levels. This would not only hinder the operation of the MFA, but would also 
injure the industry's ability to monitor its competitive position in the U.S. market.

Accurate trade data are important to set restraint levels on textile and apparel 
products not presently covered by restraints under the MFA but which are brought 
under control as imports increase to the point of causing disruption to the U.S. 
market. When such actions are taken, import levels are set based on imports in the 
first twelve of the last fourteen months. Import data must fully reflect import levels 
in order that restraint levels are properly set.

Many imported items affecting the textile and apparel industry have relatively 
low average unit values. This is becoming an even greater problem today as the 
People's Republic of China, which has textile and apparel products with particularly 
low unit values, increases its shipments to the U.S. The inducement to ship in 
smaller lots to avoid formal U.S. Customs procedures becomes greater as the level of 
informal entry is expanded.

If a new ceiling were to be enacted for textiles and apparel there would be in 
creasing incidents of import document irregularities, such as misclassification and 
undervaluations. These are problems which are already plaguing the domestic tex 
tile and apparel industries. Such practices are so rampant that some import special 
ists estimate that 1 out of every 15 (entries) involves some violation (see attached 
New York Times article, January 16, 1984).

Also attached to our statement is an article from a Hong Kong publication which 
describes the action taken by the U.S. Customs Service in Hong Kong when it deter 
mined that made-to-measure clothing shipped to the U.S. was being undervalued to 
avoid being subject to the restraint levels on exports from Hong Kong. The U.S. 
Customs Service reported that this practice had also resulted in a loss of duty reve 
nue to the U.S of $300,000 to $500,000 monthly. If the informal entry level is raised, 
the Hong Kong merchants would have an even greater incentive to cheat.

There are many examples of imported textile and apparel items which are of low 
unit value and which therefore could take advantage of informal entry procedures. 
For example, the average unit value of imports of men's and boys' cotton shirts 
from the PRC in 1982 was $22.89 per dozen, less than $1 each. Thus, 132 of these 
shirts could enter the United States under the $250 informal entry ceiling. If the 
ceiling is raised, for example to $1,500, a shipment of 792 shirts can pass through 
U.S. customs without being logged for statistical purposes. Shipments sucFTas these 
would go uncounted if a higher ceiling is enacted for textile and apparel items. Un 
recorded imports could increase the disruption to the U S^market without recourse 
by the U.S. Government.

The industries in the leather products sector also rely heavily on accurate trade 
statistics to monitor market conditions relating to imports and import penetration 
because the leather-related industries are all highly import-sensitive.

The unemployment rate in the leather products sector rose to 17.8 percent last 
year. And import penetration for every portion of the leather products sector is at 
extraordinarily high levels. The latest available data show import penetration for 
nonrubber footwear at over 70 percent, luggage at 50 percent, personal leather 
goods at 35 percent, handbags at 85 percent, work gloves at 40-45 percent and leath 
er wearing apparel at 56 percent. As with textiles and apparel, imports of leather- 
related products need to be monitored closely and only the most precise and timely 
statistics can be relied upon to keep an accurate watch on import levels. With large 
numbers of low unit value items constantly being imported into the United States, 
an increase in the dollar amount of merchandise eligible for informal entry could 
undermine the efforts of government and industry to monitor accurately what is 
coming in and where it is coming from.

In 1982, 13.7 percent of all leather-related product entries were valued between 
$25! and $1,000; an additional 9.5 percent of all leather-related product entries were 
valued between $1,001 and $2,000. Taken together this includes over 4 percent of the 
entries of flat goods, 39 percent of the entries of leather apparel, 35 percent of the 
entries of handbags, 29, percent of the entries of luggage, almost 17 percent of the 
entries of nonrubber footwear, and over 12 percent of the entries of work gloves. In 
all, some 38,000 entries of these products in 1982 were valued between $251 and
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$1,000 and over 26,000 additional entries of these products were valued between 
$1,001 and $2,000. (See attached Tables 1 and 2.)

A good example of how many items can come in unlogged under informal entry 
procedures is the case of nylon flat goods (TSUSA 706.3900). In 1982, the average 
unit value of U.S. imports of nylon flat goods was 76$. At the current informal 
entry ceiling of $250, a shipment of about 330 of these items could go unrecorded in 
import statistics. Raise the level to $1,500 and some 1,980 number of these flat goods 
could go uncounted! Shipments of high-volume, low-unit value items could combine 
to cause substantial undercounting in Census data.

As with textiles and apparel, under-valuation and deliberate misclassification of 
certain leather-related products in order to evade payment of proper duty rates on 
these items will likely increase. For example, duties on nonrubber footwear vary 
from 0 to 20 percent and, on luggage, from 6.5 percent to 20 percent. It will be easy 
for importers to claim the lower duty rates, particularly since informal entry ship 
ments are not subject to a customs specialist s scrutiny. One can only speculate on 
how much revenue will be lost to the Federal Treasury if the ceiling on informal 
entries is increased six-fold as proposed in H.R. 4178.

in
It is precisely because these industries are so import sensitive that they require 

the most accurate data available on imports. Such data are utilized by our govern 
ment, by firms and by workers in a number of ways, but most often to portray im 
ports penetration levels accurately with respect to actions taken pursuant to the 
MFA and in any trade action or complaint filed by a U.S. industry, ranging from 
GSP matters to section 201 or 301 filings under the Trade Act. Such statistics also 
play a part in establishing eligibility for industry-wide adjustment programs admin 
istered and funded by the Department of Commerce. Such statistics are equally im 
portant to the Executive Branch.

IV

We understand that Congressman McKinney, the sponsor of legislation, H.R. 
4178, to increase the informal entry ceiling, has agreed to conform his bill to the so- 
called Matsunaga compromise, which was adopted late last year by the Senate Fi 
nance Committee and is now Section 205 of H.R. 3398. We support the language in 
Section 205, as opposed to the language in H.R. 4178, because all textile, apparel 
and leather-related products are automatically excepted from the new ceiling under 
the Senate provision and because Section 205 requires no further administrative de 
termination as to what constitutes a "textile good or product" as would be the case 
with H R. 4178. We also recommend the addition of a clarifying amendment to the 
Matsunaga compromise. The amendment would make clear the Census Bureau's re 
sponsibilities to report in its regular published statistical series all import data on 
formal entries for the exempted products in the Matsunaga compromise without 
regard to whether such entries are valued at between $251 and $1,000, or over 
$1,000 As we understand it, this clarification is necessary because officials at 
Census, in anticipation of favorable Congressional action on Section 205 of H.R. 
3398, are making plans to raise from $251 to $1,000 the threshold for entries which 
Census will publish in its regularly published import statistical series. For the an 
ticipated exempted products, Census intends to tabulate separately entries of $251 
and over, and provide such data in supplemental publications or tapes. Such a pro 
posal, if implemented, w old prove confusing for these industries which must keep 
track on a timely basis of literally thousands of separate TSUSA items. With re 
spect to others who use these data for trade cases for other purposes, such an ar 
rangement will also cause enormous confusion. Moreover, we believe that the 
Census plan runs counter to the intent of the Matsunaga compromise which was 
adopted by the Senate Finance Committee on the basis that such statistical data 
should be readily available to these industries because of their problems with im 
ports and because of the special statistical requirements of the Multifiber Arrange 
ment.

If the Committee decides to move forward with a revised version of the bill H.R. 
4178, we hope it will pattern its changes after the Matsunaga compromise (Section 
205 of H.R 3308) and include language along the lines of the attached draft revision 
of Section 205. The language we suggest is italicized and rea<'.s:

"All data on formal entries for the items referred to in subsection (a)(2) shall be 
published by the Census Bureau in all of their regular statistical series for General
Imports and Imports for Consumption, by TSUSA item, without regard to whether 
such entries are valued at between $251-b 1,000, or over $1,0(,000."
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INCREASE IN AMOUNT FOR INFORMAL ENTRY OF GOODS

SEC. 205. (a) Paragraph (1) of section 498 of the Tariff Act of 1930 (19 U.S.C. 1498) 
is amended—

(1) by striking out "$250" and inserting in lieu thereof "$1,000"; and
(2) by inserting before the semicolon at the end thereof: ", except that this 

paragraph does not apply to articles valued in excess of $250 classified in— 
"(A) schedule 3,
"(B) parts 1, 4A, 7B, 12A, 12D, and 13B of schedule 7, and 
"(C) parts 2 and 3 of the Appendix, of the Tariff Schedules of the United 

States, or to any other article for which formal entry is required without 
regard to value".

(b) All data on formal entries for the items referred to in subsection (aK2) shall be 
published by the Census Bureau in all of their regular statistical series for General 
Imports and Imports for Consumption, by TSUSA item, without regard to whether 
such entries are valued at between $251-$1,000, or over $1,000.

(c) The amendment made by subsection (a) shall apply with respect to articles en 
tered, or withdrawn from warehouse for consumption, on or after the fifteenth day 
after the date of the enactment of this Act.
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(From the New York Times, Jan. l(i, 11)84)

CUSTOMS SERVICE GIVES TEXTILES A TWICE-OVER

(By Seth Mydans)
In the world of smuggling these days, fashion is the fashion.
Recent trophies among customs in specters include 100,000 counterfeit Lacoste al 

ligator emblems, 759 cartons of fake Jordache jeans and $17 million worth of Tai 
wanese shorts-and-shirt sets slipping into the country under quotas for swimwear.

"These are multimillion-dollar shipments," Edward Kellmer, a United States Cus 
toms agent, said. "Its better than smuggling diamonds."

With the increasingly complicated import regulations that have been put in force 
in recent years to protect American textiles and other industries, counterfeiting and 
customs fraud have become big business, reaching as high as $16 billion a year, ac 
cording to the Customs Service.

The alligator emblems, jeans and shorts sets are all trophies of the agents' work, 
but they are also indicators of the amount of counterfeit goods that continue to 
enter the country undetected.

TEXTILE-FRAUD TASK FORCE

To try to tighten enforcement of import regulations, the Customs Service created 
a New York task force in October to coordinate detection of textile fraud. Patrick T. 
O'Brien, assistant regional commissioner for enforcement, said the task force had 
already seized textile products worth $3.1 million.

The task force, part of an antifraud program called Operation Tripwire, is com 
posed of a dozen specialists who coordinate the detection forces at Kennedy Interna 
tional Airport and the ports of New York and New Jersey.

Their methods range from close analysis of import documents to laboratory analy 
sis of textiles to tracing tips from employees of import concerns.

In their work, the agents develop a wary respect for adversaries who have become 
as expert in the shifting minutiae of textile-import laws as they are.

"I think there's a mutual admiration society," said Frank J. Carroll, the Customs 
Service's New York regional program manager for fraud investigations. "I think if 
something is particularly well hidden, there's a certain respect."

MOST SOPHISTICATED SMUGGLER

"This is probably the most sophisticated smuggler there is," said Mr. Kellmer. 
"They're college educated. They're world travelers. They're pillars of their commu 
nity. And when they're nailed, they're shocked."

The first line of defense against the textile smugglers is where it has always been 
for the Customs Service, at the dockside.

The dockside itself has changed, though. And as Supervisory Inppector Lynn Pel- 
letier clambered into back of the large metal shipping cont Uner with a flashlight on 
a recent inspection, only the fdint smell of curry from a stack of sealed crates 
served as a reminder that the spices and silks of the world still pass through the 
ports of New York City.

Around her at Port Newark, which has replaced Manhattan and Brooklyn as New 
York City's main seaport, were acres of identical containers that gave no hint of 
their contents.

"You look across there and you just wonder," said Mr. Carroll as he locked on. He 
said an inspector, whether working the conveyor belts at Kennedy Airport or the 
containers at Newark, continually asked himself, "Should I have looked farther?"

Of the containers chosen for scrutiny by import specialists who study their docu 
mentation, he said, 1 in 15 involves some violation. "It's nice to see your suspicions 
confirmed," he said.

This time Miss Pelletier was quite sure she was on to something. The conta': 
she was inspecting was one of three from China containing clothing Th r1 ..u;nents 
described the clothing as just under 60 percent cotton and just ovc i >0 percent, or 
chief-weight, ramie, a hemp fiber.

Miss Pelletier knew that China had already filled its 1983 quota for cotton exports 
to the United States, and that it was uncommon for clothing to be chief-weight 
ramie rather than chief-weight cotton.

She also knew that the three containers, worth $400,000, could bring $1.25 million 
on the American market if she let them through.
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Miss Pelletier pulled out several pairs of fashionably pleated gray shorts with a 

subtle purple stripe and sent them to the Customs Service's laboratory in the World 
Trade Center for analysis.

DYES AND MICROSCOPES

In the laboratory, Martin Youngberg, a textile chemist, had the shorts dyed to 
heighten the differences in the fibers and examined under a polarized-light micro 
scope.

If necessary, the laboratory could have run the shorts through other tests, peering 
at them in an ultraviolet light box or slicing them into small pieces that could be 
ground into dust and poured into a chemical solution.

The microscopic examination was enough to show the shorts were, as Miss Pelle 
tier had suspected, chief weight cotton, and the case of the gray-and-purple Chinese 
shorts was sent to investigators to determine whether criminal charges could be 
brought. The shipment was seized by the Customs Service, and a penalty will be 
assessed on the importer.

The textilS quotas, which have grown increasingly complex in recent years as the 
United States has sought to protect its industry from inexpensive imports, have cre 
ated a whole new area of expertise both for customs agents and smugglers.

Following the quota allotments from month to month, for example, importers 
may shift their shorts sets from the children's wear category to the more readily 
available, but inapplicable, swimwear category.

Or they may ship cotton garments from China, where the quota is filled, through 
Jakarta, where "Made in Indonesia" labels are sewn on.

They may attach cheap fur collars to down-filled coats and try to bring them in 
under the fur-import quota.

Or they may simply counterfeit name-brand goods like Lacoste or Jordache, cut 
ting corners on quality but imitating them so skillfully that even the manufacturer 
can hardly tell the difference.

"The profits are phenomenal and justify the risk," Mr. Kellmer said. "Some de 
signer jeans when they hit the dock are worth $8 and in the stores they sell for 
$60."

At the Newark investigating offices of the Customs Service, copies of a cartoon 
are tacked up on walls throughout the building. It shows two convicts talking in a 
jail cell. "Twenty-dollar bills don't pay," says one. "What I counterfeited was where 
the big money is: jeans."

CUSTOMS CRACKDOWN
An investigation by the US Customs, which in January-April seized some 8,000 

parcels of custom-made clothing despatched from Hong Kong, has led to the imposi 
tion of stringent new conditions on such sales. A directive dated April 30 and signed 
by Mr. Donald Mieger, senior US Customs representative in Hong Kong, specifies 
that:

All future shipments must be declared at full transaction value, i.e. the price to 
the US customer.

They must contain a copy of the original invoice or order form, and proof of pay 
ment.

All books and records concerning sales to the US must be available for inspection 
on demand.

All parcels must be properly declared as regards fibre content, and contain proper 
quota and visa documentation.

Urging tailors, shippers and mail order companies to use their "influence" to 
ensure the widest possible conformity with these guidelines, the directive states that 
firms which fail to follow them "and which continue to falsify values and provide 
inaccurate information regarding fabric content will have their parcels seized, and 
may face criminal action by US Customs. Action will also be taken against firms 
that refuse to pay the assessed benefits."

Mr. Tom Gray, a US Customs official who has been leading the investigation in 
Hong Kong, say that at a conservative estimate 85% of the parcels of made-to-meas 
ure clothing shipped from Hong Kong had been undervalued, so as to save duty or 
evade quota requirements. Goods valued at US$250 and over are subject to quotas.

According to Mr. Gray, the present widespread abuse derives from a new policy 
introduced in July 1980, by which goods are assessed for duty on transaction 
value—the price paid—as against the former assessment based, on "constructed 
value," which covered the tailor's material costs plus wholesale profit of about 20%.
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But as made-to-measure goods are marked up by 60-80%, many people had contin 
ued to value under the old system.

False description might also be used in an attempt to evade duty. E.g. all-cotton 
shirts attract an 8-16% duty, as against 27% for shirts of cotton-synthetic blends. 
Articles bearing logos pay up to 40%.

The degree of abuse came to light after complaints were made against one compa 
ny in America. The present loss of duty revenue was estimated at US$300,000- 
500,000 monthly. About 50% of the volume of the present trade was generated by 
mail-order firms, with the rest stemming from various retail outlets.

The directive adds that if the guidelines are "accepted and followed" parcels 
valued at under $250 now being held by US Customs at Seattle and San Francisco, 
the two main points of entry, will be released immediately, with duty assessed at 
true value. Those valued over $250 will be assessed at a rate of eight times the po 
tential loss of revenue, levied against each parcel individually and with the "tailor 
and consignee identified." For these however the US Commerce Department will re 
quest "blanket quota wavers."

"We do not," says the directive, contemplate petitions or mitigations of these pen 
alties as a general rule. Violators are expected to pay in full."

TABLE 1.—INFORMAL ENTRIES OF LEATHER-RELATED PRODUCTS VALUED BETWEEN $251 to $1,000,
AND BETWEEN $1,001 to $2,000

Ncnrubber footwear ... . .. ..... ... .. ..... . .
Handbags .... . . ...... 
Luggage . . .... .. .... 
Flat goods ......... . .. . .

feather apparel . . . ............
Work gloves ..... .... . . .......

Total .. ....

Total number _. 
ol entries

177, 753 
37,183 

........... . . 26,526 
......... .. .... 14,849 

. .. . 17,994 
. .. . 3,308

. . . ........ .. . 277.613

Percent of entries valued 
between

$251 to $1,001 to 
$1.000 $2,000

92 
220 
180 
268 
254 
54

137

7.5 
131 
107 
174 
13.4 
69

95

Source Prepared by Economic Consulting Services. Inc, from data compiled by the U S Census Bu'eau

TABLE 2—SUMMARY OF STATISTICAL INFORMATION RELATING TO INFORMAL ENTRY

Total imports (1982)

Nonrubber footwear 
Handbags.. .......... ... .
Luggage . ..... 
Flat goods..... ......
Leather apparel 
Work gloves 2 . ..... .. .. ,

Total . . ...... . ..

Count

. 177,753 
37,183
26,526 
14,849 
17,994 
3.308

. 277,613

Quantity 
(thou-
Ml*)

481,063 
192,129 

(') 
(') 

6,699 
4,695
(')

Value 
(thou 
sands)

3,087,342 
418,298 
336,136 

94,262 
251,862 

48,430

4.236,330

$251 to $1,000

Count

16,297 
8,169 
4,765 
3,982 
4,570 

179

37,962

Quantity 
(thou 
sands)

1,923 
2,270 
(') 
(') 
60 
12

(')

Value
(thOU
sands)

9,179 
4,581 
2,639 
2,251 
2,524 

104

21,278

$1001 to $2,000

Count

13,391 
4,867 
2,831 
2.588 
2,403 

229
26,309

Quantity 
(thou 
sands)

4,667 
3,328 
(') 
(') 
85 
37

(')

1 Not available, or not applicable
* Includes leather and plastic or rubber work gloves
Source Prepared by Economic Consulting Services, Inc, from data compiled by the U S Census Bureau

Mr. FRENZEL. Don't go away. Mr. Nehmer, are you talking about 
section 205 (a), (b), and (c) in the Senate bill and 3398?

Mr. NEHMER. Yes, sir, those would be the excluded products from 
this legislation.

Mr. FRENZEL. I wonder if you could comment with respect to the 
figure of $1,000 and $1,500.
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Mr. NEHMER. Well, of course, the Senate version of the bill is 
$1,000. Mr. McKinney's bill is $1,500. I heard him say this morning 
he would like to settle at $1,250. Very frankly, if these products are 
excluded, I don't think we have a position on that question.

Mr. FRENZEL. Thank you very much.
Chairman GIBBONS. All right, thank you Mr. Nehmer.
Mr. NEHMER. Thank you, Mr. Chairman.
Chairman GIBBONS. We have Mr. Frenzel and Ms. Mikulski's bill, 

H.R. 5418, and we have the National Customs Brokers & Forward 
ers Association of America, Inc., Mr. St. John and Mr. Isaacs, and 
the J.F.K. Airport Customs Brokers Association.

I wonder if they would all come forward. Do we have one spokes 
man? We have two associations here. Let's have one spokesman for 
each association, and then if that spokesman will introduce the 
people that are with him.

First we take the National Customs Brokers & Forwarders Asso 
ciation. Mr. St. John, I believe, we will hear first.

Mr. ST. JOHN. Thank you, Mr. Chairman.
Chairman GIBBONS. Introduce anyone you may have with you.

STATEMENT OF WILLIAM J. ST. JOHN, JR., PRESIDENT, W.R. 
ZANES & CO., AND PRESIDENT, NATIONAL CUSTOMS BROKERS 
& FORWARDERS ASSOCIATION OF AMERICA, INC.
Mr. ST. JOHN. I appear here today as president of the National 

Customs Brokers & Forwarders Association of America, a nation 
wide organization of licensed customs brokers and freight forward 
ers which includes 29 affiliated regional associations.

I am accompanied by Harvey A. Isaacs, Esq., of Thompson & Da- 
vidson, customs counsel to our association; Mi. John Kent, Esq., of 
McKenna Conner, our Washington representative, and Mr. Sig- 
mund Shapiro of Baltimore. Mr. Shapiro is a member of our board 
and a member of our legislative committee.

Chairman GIBBONS. All right, go right ahead.
Mr. ST. JOHN. I am most pleased with this opportunity to express 

our support of H.R. 5418 introduced by Representatives Frenzel 
and Mikulski and perhaps optimistically entitled the Customs Bro 
kers Act of 1984.

The bill is a result of lengthy negotiations with Customs and rep 
resents a compromise to which both sides are in agreement except 
in a few isolated, nonsubstantive areas.

I should like to briefly summarize the major purposes of the bill 
and the results which we hope it will achieve.

Chairman GIBBONS. All right.
Mr. ST. JOHN. Of course, after we complete, we will be happy to 

answer any questions. We have filed a more detailed written state 
ment regarding the bill for the record.

At this point, Mr. Chairman, I would like to also submit for the 
record the endorsement of the bill of some 27 regional associations 
of the 29 that we represent.

Chairman GIBBONS. Fine, thank you. We will include all of that 
in the record.

Mr. ST. JOHN. H.R. 5418 is no sudden development. There is a 
history of many years of dialog with various administrations and
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years of study and debate within the association itself and the Cus 
toms Service as to how section 641 of the Tariff Act should be mod 
ernized to conform to present-day practices within the brokerage 
community and to current attitudes and philosophies regarding the 
regulating of licensed brokers.

After many years of discussion, even predating the decision of 
section 641 transmitted to the Congress on May 7, 1975, as title III 
of H.R. 9220 has given our association the opportunity to reach 
agreement with Government officials who have studied our prob 
lems and the issues of mutual concern. I believe that today's hear 
ing will substantiate our common interests in passing this bill in 
substantially the form now before you.

The definition of customs business is particularly important to us 
for this reason. The customs brokers are licensed professionals who 
represent others in the conduct of customs transactions and must 
stand accountable to theT Government in this area. Many areas of a 
broker's business are unrelated to the customs transactions, such 
as arranging inland trucking to the client's place of business or 
warehouse or charges for physical manipulation of the merchan 
dise such as reparking.

We strongly support section 641 revisions set forth in the bill 
which defines customs business in a manner which would exclude 
these services from the scope of Government audit and regulation 
and would allow us to compete fairly with unlicensed parties offer 
ing such similar service.

A further benefit accruing from such a definition is the avoid 
ance of Customs duplication of regulatory activities which are the 
primary responsibility of other agencies, such as matters involving 
freight charges for inland shipping or compliance with Food and 
Drug Administration requirements.

Next, although H.R. 5418 retains the long-established distinctions 
between an individual broker's license and those licenses granted 
to corporations, partnerships or associations which are grounded 
upon prior issuance of individual licenses we see no legal or practi 
cal reason to retain the~ present requirements that at least two 
members of the licensed corporation or partnership must hold li 
censes.

This has been, for the most part, circumvented by the practice of 
"renting" licenses by individual licenseholders having no beneficial 
interest in the renting firm. Accordingly, the bill provides that cor 
porations, partnerships, et cetera, may be licensed if at least one 
officer or partnership member holds individual licenses.

The concept of a customs broker permit covered in the bill is a 
new one. The present system is basically derived from the days 
when the customs brokerage business was much more fragmented 
and largely operated by smaller brokers, each doing business with 
individual ports and districts.

Under the current system a brokerage firm must be granted a 
separate license to do business in each individual district in which 
it maintains an office.

The evolution of the industry has led to situations where the 
larger brokers hold individual licenses in many separate customs 
districts. To replace this outdated system, H.R. 5418 proposes that 
the license be recognizesd as nationwide. However, any licensed
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customs broker must, in addition, obtain a permit to conduct cus 
toms brokerage within a particular customs district and to obtain 
and hold such a permit it must employ at least one individually li 
censed broker to exercise responsible supervision and control over 
the customs business conducted in that district.

This requirement should restore the benefits of the earlier indus 
try structure where brokerage concerns primarily consisted of li 
censees personally supervising their small district firms.

We have been assured by Customs- that the licensees will imme 
diately receive a permit on application when the broker can dis 
play having an individual licensed broker employed in a particular 
district to supervise the customs business and an office within that 
district.

H.R. 5418 also contains two new provisions pertaining to the im 
position of monetary civil penalties by the Secretary of the Treas 
ury. The first of these allows Treasury to assess a penalty not to 
exceed $10,000 for each transaction where an unlicensed person or 
firm intentionally engages in transaction of customs brokerage 
services on behalf of others.

We have found that both individual and corporations will, on oc 
casion, obtain business by offering customs clearance services for 
which they hold no license. Our experience in the past has been 
that Customs is reluctant to pursue complaints which our associa 
tion or individual members may file, apparently because no clear- 
cut enforcement tool is at Custom's disposal. Therefore, this provi 
sion is intended to remedy this shortcoming in the law.

The second provision allows Treasury to impose civil penalties 
against license brokers who are in violation of the provisions of sec 
tion 641 and the implementing regulations. It is, of course, some 
what unusual for a trade association to appear before the Congress 
and urge that a provision allowing for imposition of civil penalties 
against members be placed in the hands of Government regulators.

The problem is that under the present law, after the Secretary of 
the Treasury determines that a broker is in violation of section 641 
or the customs regulations, he is limited to revocation of the bro 
ker's license in extreme cases or to suspension of the broker's li 
cense in less extreme cases.

Our experience has been that even a short suspension of, say, a 
matter of days jeopardizes the broker business and can effectively 
terminate the broker's operation.

Therefore, H.R. 5418 proposes to grant Treasury this much 
needed additional flexibility and allow imposition of the monetary 
penalty as a substitute, deterrent or punishment, but one which 
would allow offending brokers to continue in business.

We have been assured by the Customs Service that regulations 
will be issued prior to the effective date of this provision setting 
forth guidelines as to the amount of the penalty which should be 
initially assessed depending on the seriousness of the infraction 
and the degree of culpability of the broker. It is certainly not in 
tended that every claim for penalty under these provisions by Cus 
toms will initially be made for the maximum amount set forth in 
the statute.
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Similarly, the bill allows the Secretary of the Treasury to impose 
monetary penalties even if the disciplinary proceedings have com 
menced as suspension or revocation proceedings.

Finally, I want to comment on one aspect of the bill which we 
believe is particularly important. I speak of the provision requiring 
that in any proceeding to revoke or suspend a broker's license or 
permit, the hearing officer must be an administrative law judge 
who is empowered to make recommendations to the Secretary fol 
lowing a trial type hearing.

We feel strongly that the requirement of the administrative law 
judge conduct the hearings is fundamental to insure due process to 
the broker. The very nature of the proceedings clearly requires 
that the hearing officer be an independent judge of the facts, one 
who is outside the Customs hierarchy and not beholden to his supe 
riors in the Customs Service or the Treasury Department.

I submit that any additional costs under this provision are ex 
tremely low when compared to Customs' annual budget and the 
benefits to be derived in terms of the administrative justice and 
fairness.

The bill also contains conforming amendments to title 28, United 
States Code, governing judicial review by the Court of Internation 
al Trade of administrative actions imposed against brokers. Our 
written statement addresses these and other sections of H.R. 5418 
in detail.

That concludes my statement, Mr. Chairman. On behalf of our 
association, I wish to thank you for the opportunity to appear 
before the subcommittee and, of course, we will be ready to answer 
questions you may have.

[The prepared statement follows:]
STATEMENT OF WILUAM J. ST. JOHN, PRESIDENT, W.R. ZANES & Co., AND PRESIDENT, 

NATIONAL CUSTOMS BROKERS & FORWARDERS ASSOCIATION OF AMERICA, INC. ^_
SUMMARY 

H.R. 5418 will accomplish these necessary goals:
(1) Section 641 of the Tariff Act of 1930 requires modernization and revision to 

conform to the changes in the customs brokerage industry which have occurred in 
recent years.

(2) Customs brokers should receive one nationwide license. However, customs bro 
kers doing business within a particular customs district, or within several customs 
districts, should be issued a district permit conditioned upon each district office 
being under the responsible supervision and control of an individually licensed cus 
toms broker.

(3) The Secretary of the Treasury should be granted additional flexibility (not ex 
isting under current law) to impose sanctions upon licensed brokers not in compli 
ance with the law or regulations, by means of civil penalties as an alternative to 
revocation or suspension of the brokerage license or permit.

(4) Proceedings for suspension or revocation of a license or permit should be via 
trial-type hearing before an Administrative Law Judge empowered to make recom 
mendations to the Secretary.

(5) The Customs Service should regulate only those activities of customs brokers 
involving transactions with the rr^toms service. So-called "ancillary services", in 
volving activities other than CUE. jms transactions either should be unregulated or 
should be subject to the exclusive jurisdiction of other federal agencies having pri 
mary responsibility.

(6) The procedures for judicial review by the Court of International Trade of ad 
ministrative sanctions imposed against customs brokers and others should be re 
vised to conform with the changes to Section (541 summarized above.



657
STATEMENT

Introduction
The bill amends §641 of the Tariff Act of 1930, as amended (19 US.C. 1641) to 

modernize the procedures for the licensing and regulation of customhouse brokers. 
The existing statute contains the basic licensing and regulatory scheme developed 'n 
the Act of June 10, 1910, 36 Stat. 484. With the exception of the addition or provi 
sions to regulate the licensing of partnerships, corporations and associations, the 
law relating to customhouse brokers has been almost unchanged. Since then, the 
customhouse brokerage business has changed considerably. From small one-person 
businesses operating exclusively at the customhouse, the typical modern-day cus 
toms brokerage firm has become a corporation employing many people who deal 
with Customs at locations such as piers, container stations, warehouses, airports, 
and truck terminals, and which may offer a wide variety of services in addition to 
Customs clearance. The firms frequently operate in many different customs dis 
tricts. Those laws which were adequate over 70 years ago must be revised to meet 
the new needs of the public and of the Customs Service.

A comprehensive revision of § 641 was transmitted to Congress on May 7, 1975, as 
Title III of H.R. 9220. However, during hearings held in August 1976, by the Sub 
committee on Trade of the House Committee on Ways and Means, it was found that 
the customs brokerage industry, while supporting the overall thrust of the bill, was 
critical of many of the provisions of Title III. These many critical comments con 
vinced the Customs Service that further study and consideration of the proposals 
were required. As a result, a Customs task force was created which solicited the 
opinions of key customs personnel nationwide and customs brokers' and importers' 
associations. Utimately, the government and the Natipnaj Customs Brokers & For 
warders Association of America developed new draft bills. The proposals in this bill 
are an amalgamation of these drafts, and reflect the product of extensive discus 
sions between the Customs Service and the Association.

ANALYSIS OF PROVISIONS

Section 1 sets forth the short title, the "Customs Brokers Act of 1984". The pro 
posed bill substitutes the term "customs broker" for the term "customhouse broker" 
wherever it appears in § 641 and in related provisions of Title 28, United States 
Code. This new phraseology reflects the changing character of the industry, brokers 
no longer conduct business exclusively from offices at customhouses, but now deal 
with Customs wherever imported cargo is handled.

Section 2 contains the primary features of the bill, extensively amending § 641 in 
the following particulars (unless otherwise indicated, all references are to §641 as 
amended by the bill):

Section 641(aXl defines the term "customs broker" to mean any person granted a 
customs broker's license by the Secretary of the Treasury.

Section 641(aX2) is a new provision which defines the term "customs business", as 
used throughout § 641, to mean those activities of a customs broker involving trans 
actions with the Customs Service concerning the entry and admissibility of mer 
chandise, its classification and valuation, the payment of duties, taxes or charges 
assessed or collected by Customs upon merchandise by reason of its importation, or 
the refund, rebate or drawback thereof. This limitation is necessary to resolve ongo 
ing disagreements between brokers and the Customs Service regarding Customs' au 
thority to investigate, audit, and regulate customs brokers in areas unrelated to cus 
toms transactions, such as arranging inland trucking from the seaport to the cli 
ent's place of business, or charges for services such as cooperage. In such non-cus 
toms areas, the customs broker competes with unlicensed parties performing the 
same service and has been handicapped to a degree by such Customs supervision 
(especially by government auditors) in his performance of these transactions. The 
essence of a customs broker's license is transaction of business with customs offi 
cials; it is these activities which should properly be regulated by the Customs Serv 
ice, and the amended provision reflects this philosophy.

Section 641(aX3) defines the term "Secretary" to mean the Secretary of the Treas 
ury.

Section 641(bXD restates present law in that it provides that any person who con 
ducts customs business as a customs broker must hold a valid license; however, no 
person is required to hold a license for the purpose of conducting customs business 
solely on his own behalf.

Section 641(bX2) is a restatement of present law, authorizing the Secretary to 
issue individual licenses as customs brokers to citizens of the United States. The 
Secretary is to determine, as under present law, that the applicant is "of good moral 
character" and he may require such other facts *,o be shown as he may deem advisa-



658
ble regarding the applicant's qualification to render valuable services to others in 
the conduct of customs business. The third sentence codifies Customs' p.esent ad 
ministrative practice of conducting a written examination to determine an appli 
cant's knowledge of customs and related laws, regulations and procedures, and it 
also allows Customs to '.est an applicant's knowledge of bookkeeping, accounting, 
and all other matters appropriate to the management of a brokerage concern.

Section 641(bH3) authorizes the Secretary to grant a customs broker's license to 
any corporation, association or partnership formed under state law if at least one 
officer of the corporation or association, or one member of the partnership holds a 
valid license as an individual customs broker. This reflects a change from present 
law, which requires that at least two officers of the corporation or association, or 
two partnership members, hold individual licenses. The two-licensee requirement 
has proved unnecessa-y and has led to the practice to "renting out" individual li 
censes, by licensees who have no beneficial interest in the firm utilizing that li 
cense.

Section G41lb)(4) requires a customs broker to exercise responsible supervision and 
control over the customs business it transacts. This codifies the present administra 
tive requiiement contained in 19 CFR 111.28(a).

Section (>41(bK~)) essentially restates present law which provides that a corpora 
tion, association or partnership license shall be deemed revoked (by operation of the 
law) for failure to observe the present two-individual-licensee requirements. The 
new provision reflects the one-individual-licensee rule, and extends the necessary 
default period to 120 continuous days. Additionally the new provision subjects the 
offending broker to the new provisions for assessment of monetary penalties for un 
licensed customs brokerage practice as discussed below.

Section 641(bK6) is a new provision which allows the Customs Service to assess 
penalties, not to exceed $10,000 for each transaction, against an unlicensed person 
who intentionally transacts customs business other than on his own behalf, and 
which may be assessed in addition to other monetary penalties for violations of 
other provisions of §641. Under present law, it is unclear to what extent and under 
what law the government may impose sanctions against such unliwnsed operations, 
hence, the necessity for the new provision.

Section G41(c)(lnA) introduces a new element into the law, namely, the concept of 
a broker's permit. This provision requires that each licensed customs broker, wheth 
er an individual, corporation, association or partnership, shall be issued a permit for 
each customs district in which that broker transacts customs business. Under the 
present system, licenses are issued on a district-by-district basis, a holdover from 
former days when Customs brokerage business was much more fragmented and for 
the most part operated by smaller brokers, each of whom did business within indi 
vidual ports or districts. However, the industry has evolved along more centralized 
and consolidated business lines, and it is common for the larger brokers to operate 
offices within many districts. Recognizing this change in the industry, under the 
amendment all licensees would hold a nationwide license to transact customs bro 
kerage business, but shall bp issued a permit to do business within a particular dis 
trict. To avoid misunderstandings concerning how much a broker has to dp in con 
templation of receiving a permit (hiring personnel, renting space, etc.), it is under 
stood that the implementing regulations will contain provisions for conditional 
permit approval provided that full compliance is achieved within a specified time. It 
is also understood that the issuance of a permit to a qualifying broker is a ministeri 
al act requiring no further investigation, etc. of the applicant once the District Di 
rector is notified that the formalities have been met.

Section 641(c)(lXB) is based upon the aforementioned present requirements of the 
Customs Regulations, that a brokerage firm which operates in several locations (in 
cluding several districts) be required 10 "exercise responsible supervision and con 
trol" over its ~ubtoms business. The present requirement is that such responsible 
supervision and control may be exercised b> an Unlicensed employee, so long as he 
receives regular guidance and visits from a licensee-principal of the firm. However, 
the public will be better served, and the profession greatly improved if, in the case 
of a brokerage firm "permitted" in one or more customs districts, responsible super 
vision and control is exercised by an individually licensed broker regularly em 
ployed within each such district

Section 641(cK2) provides that a district permit shall be revoked by operation of 
law for failure to observe the one-individual-liccnsee-per-district-office requirement, 
for a 120-day continuous period. Such failure may also trigger the disciplinary pro 
ceedings discussed below.

Section 641(d) sets forth disciplinary procedures against customs brokers, and con 
templates imposition of civil monetary penalties, or suspension or revocation of li-
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censes or permits, but not both. Under present law, the Secretary's power to impose 
sanctions against a broker is limited to suspension or revocation of the license. Be 
cause even a short term license suspension may effectively terminate a brokerage 
business, it is highly desirable that the Secretary be given power to impose mone 
tary penalties as an alternative of lesser severity, where he finds such punishment 
appropriate. Accordingly, §641(dXD permits Customs to assess monetary penalties 
against an offending broker or to revoke or suspend his license or pormit for com 
mission of any of the infractions listed in subparagraphs (A) through ;E), as follows:

"(A) Making, or causing to be made, in any application for a license or permit, or 
report filed with the Customs Service, any statement which was, at the time and in 
light of the cir"urnstances under which it was made, false or misleading with re 
spect to any rr t«, -ial fact, or omitting to state in any such application or report any 
material fact :cquired to be stated.

"(B) Conviction, at any time after the filing of an application for license, of any 
felony or misdemeanor which involved (i) the importation or exportation of mer 
chandise or (ii) arose out of the conduct of customs business, or (iii) involved larceny, 
theft, robbery, extortion, forgery counterfeiting, fraudulent concealment, embezzle 
ment, fraudulent conversion, or misappropriation of funds. However, conviction for 
any of the offenses enumerated in clause (iii) does not empower the Secretary to 
issue a monetary penalty, because such result would represent in effect, double pun 
ishment for commission of a non-Customs offense.

"(C) Violating any provision of any law enforced by the Customs Service, or the 
rules or regulations issued under such provision.

"(D) Counseling, commanding, inducing, procuring, or knowingly aiding or abet 
ting violation by any other person of any provision of any law enforced by the Cus 
toms Service, or the rules and regulations issued under such provision.

"(E) Knowingly employing, or continuing to employ, any person who has been 
convicted of a felony, without written approval of such employment from the Secre 
tary."

Section 641(dX2XA) sets forth procedures for the imposition of monetary penalties 
(which, as stated above, can only be imposed as an alternative to revocation or sus 
pension of a license or permit). These procedures essentially parallel those under 
§ 592 of the Tariff Act (19 U.S C. 1592), in that Customs is required to issue a "show 
cause" notice to the broker, advising him of the allegations or complaints against 
him, and explaining that he has the right to respond in writing within 30 days as to 
why a penalty should not be assessed. After considering the broker's response, the 
appropriate customs officer issues a written decision to the broker, either assessing 
a penalty or cancelling the case. The broker may then file a petition seeking remis 
sion or mitigation of the penalty under established law and procedures (19 U.S.C. 
1618). The appropriate customs officer thereafter sends the broker a written state 
ment setting forth the final penalty amount and the underlying findings of fact and 
conclusions of law.

The first sentence of § 641(dX2XA) specifies a $30,000 maximum monetary penalty. 
This maximum amount is intended to apply to all violations committed prior to the 
date of issue of notire under this provision. In addition, if a broker is engaged in a 
pattern of conduct which constitutes a continuing violation of only one section of 
these provisions or the implementing regulations, it shall be considered one viola 
tion and not a multiple violation. However, after the broker has been issued a writ 
ten decision that his pattern of conduct constitutes a violation of § 641 or the regula 
tions, and the broker persists in that pattern of conduct, Customs may instituts an 
other penalty proceeding against that same pattern of conduct, also subject to the 
$30,000 statutory maximum.'

Section 641(dX2XB) sets forth more formal procedures in the case of license or 
permit suspension or revocation than in the procedures governing imposition of pen 
alties, including fact-finding before an Administrative Law Judge as a hearing offi 
cer. A "show-cause" notice is served upon the broker prior to the hearing; a record 
of the hearing shall be preserved and copies provided to both sides, who may file 
post-hearing briefs; and the hearing officer is empowered to make findings of fact 
and recommendations to the Secretary. The Secretary, after reviewing the hearing 
officer's report, may impose the sanction recommended, or a lesser sanction. If he 
believes it warranted, the Secretary may elect to impose monetary penalty not to 
exceed $30,000 in lieu of a suspension or revocation. However, the Secretary may

1 In connection with the new penalty provisions, it is appropriate to note an undeistanding 
between the Customs Service and the National Customs Brokers & Forwarde.-s Association that 
the implementing regulations will allow a broker to pay the penalty by means of a promissory 
note with appropriate interest
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not increase a sanction beyond that contained in the initial show-cause notice to the 
broker. By virtue of the new authority granted to Customs to assess monetary pen 
alties against brokers, comparatively few suspension/revocation hearings "on the 
record" may be anticipated. Hence, the services of an Administrative Law Judge 
will rarely be required by Customs, and it is therefore believed appropriate that the 
Administrative Law Judge may be detailed from another constituent unit of the 
Treasury Department (or from another agency) rather than imposing the costs of 
one or more full-time Administrative Law Judges within the confines of the Cus 
toms Service budget authorization and annual appropriation.

Section 641(d)(3) provides that the Secretary may settle and compromise any disci 
plinary proceeding under §641 in accordance with an agreement reached between 
the offender and the government, including the reduction of any proposed buspen- 
sion or revocation of a license or permit, to a monetary penalty. This provision is 
based in part upon the Secretary's general compromise and settlement authority 
continued in 19 U.S.C. 1617,

Section 641(dX4) provides time limitations for the Secretary to commence discipli 
nary proceedings, namely, 5 years from the date of commission of the violation, or 5 
years from the date of discovery in the case of fraud. These limitations parallel 
those presently contained in 19 U.S.C. 1621 governing actions against importers for 
violations of the customs laws.

Section 641(e) sets forth procedures for appeals by the broker or other affected 
party to the Court of International Trade from decisions or orders of the Secre 
tary—

a. Denying issuance of, or revoking a license or permit by operation of law under 
§ 641 (b) or (c), or

b. Revoking or suspending an existing license or permit, or imposing a monetary 
penalty in lieu thereof, after disciplinary proceedings under § 641(dX2HB).

Judicial appeal is taken by filing a written petition with the court within 60 days 
requesting that the decision or order be modified or set aside, in whole or in part. 
The clerk of the court shall promptly transmit a copy of such petition to the Secre-. 
tary. Thereafter, in cases involving § 641(dH2XB) proceedings, the Secretary shall file 
the official administrative record with the court. The ancillary provisions of the bill, 
amen/ling title 28, set forth procedures for judicial review on the administrative 
record in such cases (as oppose--' to a trial de novo); therefore, existing law contained 
in 28^ U.S.C. 2635(d) covers this situation (the "petition" specified in §64He) is the 
equi^lent of the "summons and complaint" specified in 28 U.S.C. §§ 2632(a) and 
2635i*i). However, in cases of a denial of issuance of a license or permit, or the revo- 
catlo'n of an existing license or permit by operation of law (e.g. Customs notifies a 
brokerage firm that it no longer qualifies to retain its license and/or permit under 
§ 64Kb) or (c)), no administrative record in the true sense is maintained, nor is a 
trial-type hearing available to the aggrieved party, with right of cross-examination, 
etc. hence, the form of judicial review here contemplated is de novo, as well as that 
involved in penalty assessments under § 641(bX6) and § 641(d)(2XA); this is covered 
in the analysis of ancillary provisions, discussed infra.

Section § 641(eX2) restates present law and provides that the court shall not con 
sider any objection to the Secretary's decision unless such objection was raised in 
the administrative proceedings, or there were reasonable grounds for failure to raise 
such objection.

Section 641(eX3) restates presei.t law that the Secretary's factual determinations 
shall be conclusive if supported by substantial evidence.

Section § 641(eX4) provides for the taking of additional evidence upon order by the 
court, before the appropriate hearing officer, coupled with provision for modification 
of the Secretary's original findings of fact. The Secretary shall file any new or modi 
fied factual findings with the court, together with his recommendation (if any) for 
the modification or setting aside of his original decision or order. This, too, is a re 
statement of present law.

Section 641(e)(5) essentially restates present law and provides that the commence 
ment of proceedings for judicial review shall, unless specifically ordered otherwise 
by the court, operate as a stay of the Secretary's decision (except in the case of a 
denial of a license or permit).

Section 641(eX6) provides that if a appeal for judicial review is not filed, the ad 
ministrative decision denying, revoking or suspending a license or permit shall be 
final and conclusive. In the case of a monetary penalty imposed in lieu of suspen 
sion or revocation of a license or permit under subsection (d)(2XB), the license shall 
automaticaly be suspended if payment is not made 60 days after the decision be 
comes final.
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Section 641(f) authorizes the Secretary to prescribe regulations which relate to the 

customs business of licensed brokers and are considered necessary to protect import 
ers and the revenue, and also to carry out the provision of § 641, including regula 
tions governing issuance of licenses and permits, the keeping of books, accounts and 
records by brokers, and their documents and correspondence, and the furnishing by 
brokers of other information relating to their customs business to officers or em 
ployees of the United States (e.g., Customu auditors).

Section 64Kg) continues the existing requirement in present § 64He) that licensed 
customs brokers must file triennial status reports with the Secretary. Section 
641(gX2) authorizes the Secretary to suspend a broker's license for 90 days if the 
report is not filed by March 1 of the reporting year, and than to revoke it, subject to 
the following procedures:

(A) The Secretary shall send notice of suspension to the broker no later than 
March 31 of the reporting year;

(B) The broker may file the required report within 60 days of receipt of the notice, 
whereupon the license shall be reinstated;

(C) In the event the report is not filed within the 60-day period, the license is re 
voked without prejudice to the filing of an application for a new license.

Section 641(h) authorizes the Secretary to prescribe reasonable fees and charges to 
defray Customs' costs in carrying out the provisions of §641, such as license fees, 
fees for broker's licensing examinations, etc.

The remaining sections of the bill comprise various conforming amendments to 
Title 28 of United States Code, together with two amendments to the administrative 
provisions of the Traiff Act of 1930

Section 3 amends § 1581(g) of Title 28 U.S.C., governing jurisdiction and proce 
dures in the Court of International Trade, to grant that a court exclusive jurisdic 
tion of any civil action commenced to review (1) decisions of the Secretary to deny 
issuance of a customs broker's license under § 64Kb) (2) 01 (3) to deny issuance of a 
permit under §641(cKD, or to revoke the license or permit by operation of law 
under § 641 (b)(5) or (CK2), 1 and (2) decisions of the Secretary to revoke or suspend a 
customs broker's license or permit or impose a monetary penalty in lieu thereof 
under § 641(dX2)(B) of the Tariff Act. This is essentially based upon present law, 
with appropriate modifications to match the revisions to § 641.

Section 4 amends § 1582(1) of Title 28 U.S.C., governing the court's exclusive juris 
diction of civil actions arising out of import transactions and commenced by the 
United States, to include collection actions for civil penalties assessed under 
§641(a)(6) 2 (pertaining to unlicensed customs brokerage operations) and 
§ 64KdX2KA) (pertaining to assessment of monetary penalties against licensed bro 
kers) This amendment does not include monetary penalties assessed upon conclu 
sion of § 641(dK2XB) for license/permit revocation or suspension, (that is imposed in 
lieu thereof), such penalties are reviewable by the Court of International Trade 
upon a civil action commenced by the broker, as discussed in the analysis of § 5, 
below.

Section 5 amends § 2631(g) of Title 28 U.S.C., specifying those parties entitled to 
commence civil actions in the Court of International Trade, by amending subsection 
(gXl) to include the person whose license or permit was denied or revoked, in the 
case of decisions under §§641(b) (2) or (3), 641(c)(l), or 641 (b) (5) or (c)2; and by 
amending subsection (gX2) to include the person against whom the decision was 
issued, in the case of decisions to revoke or suspend a license or permit, or impose a 
monetary penalty in lieu thereof, under §641(d)(2)(B). This provision restates the 
substance of present law.

Section 6 amends § 2636(h) of Title 28 U.S.C, governing the time to commence an 
action before the Court of International Trade, by specifying that a civil action con 
testing the denial or revocation of a Customs broker's license or permit under sub 
section (b) or (c> of § 641, or the revocation or suspension of such license or permit or 
the imposition of a monetary penalty in lieu therof under §64Kd), is barred unless 
commenced within 60 days after the date of the entry of the decision or order. This 
follows present law.

Section 7 amends 28 U.S.C. § 26-10(aX5) pertaining to scope and standard of review 
by the Court of International Trade, by amending subparagraph (5), which provides 
for review "upon the basis of the record made before the court" (i.e., de novo) to 
include all decisions made by the Secretary under §641 of the Tariff Act with the

'Text of bill, at p 14, line 20, includes "or ici of the Tariff Act", words "or icl" should be 
deleted

•'Text, at p. 15, line (i, erroneously refers to sect "(5-JliaXlMc! "

30-600 0-85-43
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exception of § 641(dX2XB) decisions. This latter category shall be reviewed as speci 
fied in present § 2640 (d), that is, as provided in 5 U.S.C. § 706.

This bifuraction is based upon commonly accepted standards governing judicial 
review of administrative actions which either are, or are not, grounded upon a true 
trial-type hearing before the agency, with rights of cross-examination, provisions for 
a hearing transcript, etc. In this respect, the amendment follows the present scheme 
of judicial review of § 641 decisions.

Section 8 adds a new subsection (e) to § 2643 of Title 28 U.S.C., governing the type 
and scope of relief which the Court of International Trade may grant, to insert a 
limiting provision applicable to judicial review of the Secretary s monetary penalty 
decisions under § 641 of the Tariff Act, and specifies that in any proceeding involv 
ing assessment or collection of a monetary penalty under §§ 641 (bX6) or 641(dX2XA), 
the court may not render judgment in an amount greater than sought in the initial 
pleading of the United States, and may render judgment against the broker in such 
lesser amount as the court may find appropriate.

Section 9 would amend 19 U.S.C. § 1564 to reverse an administrative ruling which 
has unjustly prohibited customs brokers from filing notice of lien with the Customs 
Service regarding merchandise which is in customs custody or in customs bonded 
warehouse, if the broker has paid freight or other charges OP such merchandise. In 
a 1975 ruling, Customs limited the protection of § 564 to carriers, thereby working 
injustice and hardship upon customs brokers who had in good faith advanced 
monies in payment of such charges upon imported merchandise for the account of 
their principals, and who remained unreimbursed therefor. In such cases, funda 
mental fairness requires that the broker be regarded as standing in the shoes of the 
carrier. Therefore § 9 amends 19 U.S.C. 1564 to provide that the right of filing of 
notice of lien shall extend to customs brokers who otherwise possess a lien under 
the state law.

Section 10 adds a new provision to 19 U.S.C. § 1520(a), which would authorize the 
Secretary to make appropriate refund, prior to the liquidation of an entry, when 
ever it is ascertained that excess duties, fees, charges or exactions were deposited or 
paid. This language would reverse an administrative ruling of November 25, 1981, 
holding that refunds of deposits of excess estimat id duties prior to liquidation vio 
lated the Antideficiency Act, 31 U.S.C. § 1341. It frequently occurs that concededly 
excess duties have been deposited upon the entry of merchandise and thereafter the 
liquidation of the entry, and the accompanying duty refund, is delayed (sometimes 
for long periods) for unrelated reasons, thereby causing unwarranted hardship to 
importers and brokers. TLs proposed language merely restores Customs' discretion 
ary authority to make such refunds prior to liquidation, where Customs is satisfied 
that the equities require such refund.

Section 11 sets forth the effective date of the bill, and certain transitional rules, to 
provide that the bill shall take effect 180 days following the date of enactment with 
the following exceptions:

(1) A three year grace period (from the effective date) is granted to allow brokers 
to conform to the second sentence of § 641(cXlXB) (requiring each Customs broker 
"permitted" in a particular district to employ a licensed individual broker in that 
district to exercise responsible supervision and control), and to § 641(cX2) (pertaining 
to revocation of a permit for failure to meet the new § 641(cXlXB) requirements).

(2) Sections (9) and (10) of the bill, pertaining to liens and administrative refunds 
respectively, will take effect upon the date of enactment.

(3) Licenses in effect on the date of enactment shall continue in force as licenses 
to transact Customs brokerage business, subject to the provisions of the effective 
dates and transitional rules appearing elsewhere in this section; and licenses in 
effect on the date of enactment shall be accepted as permits for the district or dis 
tricts covered by that license.

(4) Any proceeding for revocation or suspension of a license instituted prior to the 
effective date shall continue and be governed by law in effect when the proceeding 
was instituted.

Section 12 provides for the separability of provisions should any part of the bill be 
held invalid as to any person or circumstance.

SUGGESTED AMENDMENTS

Upon further study of H.R. 5418 we urge that the following amendments of a 
minor or technical nature, be adopted:

(1) At page 9, line 14, insert "based solely on the record" after the word "deci 
sion." This is «•- -'vercome concern that the Secretary might rely on matters made 
known to him le the record. The new language should help to ensure that prin-
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ciples of administrative due process were properly adhered to during revocation or 
suspension proceedings.

(2) At page 14, line 13, delete the period, insert a semicolon, and add: "Provided, 
That no fees shall be imposed to defray the costs of an audit or of disciplinary pro 
ceedings of any nature." Although Customs agreed during our discussions earlier 
this year that no fees would be imposed for these purposes, we believe that the stat 
ute should be clearly drawn so as to avoid any doubts on this score.

(3) At page 16, line 19, renumber present sub-section (e) as paragraph (e)(l) and 
add a new paragraph (eX2) as follows:

"In any proceeding commenced under Section 1581(g) of title 28, United States 
Code to review a decision of the Secretary of the Treasury to revoke or suspend a 
customs broker's license or permit or assess a monetary penalty in lieu thereof, the 
court may not impose a more severe sanction or a greater monetary penalty than 
that finally imposed by the Secretary after completion of all administrative review."

We think that the foregoing language is necessary to completely remove any 
doubt (and its chilling effect on the invocation of judicial review) that the broker 
risked more severe punishment by appealing to the Court.

(4) At page 17, line 5, after the words "common law" add: ", or by order of any 
court of competent jurisdiction,". This is a necessary complement to the present 
wording, in order to ensure complete coverage of this remedial section.

We also urge that certain minor e-rors in punctuation and grammar be corrected, 
as follows:

Page 1, line 10: Change brokers to broker's.
Page 2, line 10: In subsection heading, change Custom to Customs.
Page 2, lines 14 and 17 and page 3, lines 5 and 10: change broker to broker's.
Page 3, line 16: Insert comma sign after corporation.
Page 4, lines 4, 12 and 14: Change brokers to broker's.
Page 11, line 17: In heading, change evidences to evidence.
Page 14, lines 19, 21 and 25, and page 15, lines 11 and 13: Change brokers to bro 

ker's.
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INTERNATIONAL TRADE MART • NEW ORLEANS, t A. 70130 • (504) 525-7201

June 15, 1984

National Customs Borkers & Forwarders
Association of America, Inc. 

One torrid Trade Center 
Suite 1109 
Mew York, NY 10048

SUBJECT: K. R. 5418 Customs Brokers Act of 1984

The long awaited legislation, above referenced, 
has benn reviewed by our Board o£ Directors. While 
additional compromises sight be desirable, the bill's 
overall benefits merit the support and endorsement of 
our membership to its successful passage.

The National comnitteemen who worked diligently in 
concert with membership, custonss and legal counsel to 
bring this legislation to the forefront are to bo con- 
Bended for their efforts.

Sincerely,

Frank G. Di Benep&tto, 
President

FGDiB/rp

memixr ol

* .<•«!«»•''"
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Houston Customhouse Brokers and Freight Forwarders Association
P.O. Box 53359 • Houston, Texas 77052

June 15, 1984

Mr. William St. John, Jr.
President , National Customs Brokers and

Forwarders Association of America, Inc. 
One World Trade Center 
Suite 1109 
New York, NY 10048

RE: HR 5418, Customs Brokers Act of 1984 

Dear Mr. St. Jolai,

The above referenced proposed legislation is considered by the members 
of the Houston Customhouse Brokers & Freight Forwarders Association as 
a workable and important oatter. Like all legislation, it is uot what 
we consider perfect but it is acceptable. We, therefore, support this 
legislation and encourage you to do all possible for its passage.

Respectfully,

J. F. Mooring 
President
Houston Customhouse Brokers and 
Freight Forwarders Association

JFM/jw

Affiliate Member

Executive Office Phone: 713-22G-M47 
Writers Phone: 713-443-7750
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iuj.bymes6co.
A» box 1206
TOO/oWniM • /n/»6m«, c» 94030 • Ultx no. 4T 06 90

Jurw IS, 1984

Hr. William St. John, President
National Cuatom* Brokers t Forwarders Asaociation
One World Trade center. Suite 1109
New York, New York 10048

Dear Billy:

W* would like to thank the National Association for all of the work 
they have dona to help pass the "Cxuttoma Brokers Act of 1984", HR 5418.

We support your position!

Pleaae let us know if we or our local association. The San Francisco 
Custom* Brok«ra 4 Freight Forwarders Association, can be of any other 
help.

Youra Very Truly, 

K.J. 6YRWB3 & CO.

steven R. Snderaon 
Vice Proeidnet



84.06/20 14:27 P03 *TELEX EXPRESS 212 BOB-2121

WTflCMT

ASSOCIATION IK

JUNE IB, 1984

Kr. Wm. St. John, Jr. term
President
National Customhouse Brokers & Freight Forwarders Association
of America, Incorporated
One World Trade Center
Suite 1109
New York, New York 10048

Dear Mr, St. John:

this is to advise you that the Detroit Customhouse Brokers & 
Foreign Freight Forwarders Association, Inc., strongly endorse 
H, R. 5418 and appreciate your efforts in support or its passage,

We believe that this version of the Custons Brokers Act of 1984 
i» most deserving of passage, and know that you will represent 
us \tell in the Congressional hearing.

..Since

, President
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EASVLINK WX 2396S8A001 HUUNB4 10; 46/12 :li EST 

VIA: 888259

TO: 626W720

NMFAA 

NCBFAA 

MILES ELP

JUNE 20 R4 

ATTH JOHN HAHMON

H»C»^»r»A»A»

HE -THE SOUTHERN BROKERS ASSOCIATION HEREBY SUPPORT THE CUSTOMS 

ACT OF 1984.

IF HE CAN RE OF FURTHER ASSISTANCE, PUASE FEEL FREE TO CONTACT 

THE IMOEftSIGNEI).

REOAROS,

RUDOLPH H. MILES

DIRECTOR

SOUTHERN BROKERS ASSOC.

KCBFAA

MILES ELP
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84.06/20 14:27 P01 *TELEX EXPRESS 212 BDB-2121

EASYLINK H8X 241«34A001 20JUNM 11:01/12:1] EST 

VIA: 088259

TO: 62R66720

6/ZO/84

ATT: BIU ST. JOHN NCBFAA

RE: CUSTOMS BROKERS ACT OF 1984 (HR 5418)

PLEASE BF. ADVISED THAT THF SAN niECO BROKERS ASSOCIATION 

FULL* SUPPORTS THE SUBJECT ACT. PLEASE VOICF. OUR SUPPORT 

AT THIS WEEKS CONCESSIONAL HEARINGS.

fiA NEAl

PRESIDENT

SAN DIEM BROKERS ASSOCIATION.

NCBFAA
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EASYL1NK MBX 145732A001 19JUNM 11:43/13:00 EST 

VIA: fl88?59

TO: 62666720

NCBFAA 

NCRFAA 

OJ POWRRS EAPT

WUTCO G

JUNE 19, 19R4

ATTN MR BILL ST JOHH

PRESIDENT

NACHBIFF

ON BEHALF OF THE IFF/CHB ASSOCIATION OF ATLANTA, 1 HOIJLI) LIKE TO 

EXPRESS OUR SUPPORT FOR THE PASSAGE OF H.R. -511ft, PENDING AT THIS TIME. 

IT IS OUR UNIFIED OPINION THAT PASSAGf OF THIS RILL IS IN THE BEST 

INTEREST OF NOT ONLY BROKERS AND FORWARDERS, BUT THE MARITIME INDUSTRY 

AND IMPORTING PUBLIC AS HELL. WE STRONGLY SUPPORT AND URGE PASSAGE 

AT THIS TIME.

KINDEST REGARDS.

WILLIAM C CONAWAY

VICE PRESIDENT

IFF/CHB ASSOC OF ATLANTA, GA

CI 
0
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Customhouse
odd 9Cwu!a»deAs Association

P. 0. Box 1717 
Baltimore , MD 21203

Mr. William St. John, Jr.
President VIA EXPRESS MAIL
National Customs Brokers *
Forwarders Association of America, Inc. 

One World Trade Center 
Suite 1109 
New York, NY 10048

Dear Mr. St. John:

On behalf oC the thirty-two member firms in our Association, I 
am writing to tell you that we have reviewed the provision of 
the Customs Brokers Act of 1984 (H.R. 5418) and strongly favor 
the passage of this legislation.

Although there are sane provisions of the bill that many members 
do not approve of, overall we felt that the bill is very 
important to us and the National Association should vigorously 
press to promote its passage. Further, <•" feel the bill is 
important to protect importers from incompetent and unscrupulous 
brokers and non-licensed individuals.

If I or any other members of our Association can assist you in 
any manner, please do not hesitate to call on us.

Very truly yours,

BALTIMORE CUSTOMHOUSE BROKERS 
AND FORWARDERS ASSOCIATION

isident 

JD/bjc
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CUSTOMS BROKERS
ForeifnFreifht Fbrrardcn

Air Freicht-ConioiidtUoM-DrawHek
131 State Street, Boitoo. Maw. 02109

Telephone (617)623-3800, Telex 94-0701. Cable :Demander
FMC No. 972

Bin re 1040

National Custom Broker* & Forwarder* May 25 1984
Association of America, Inc. 

On* World Trade Center 
Suit* 1109
•ew York. HY 10048
•tt.william St.John,Jr. 

President

D*ar Billi Ret HR 5418 Customs Brokers Act of 1984

With reference to the above legislation, this is to advise you that the 
Boston Custom* Broker* « Forwarder's Association wishes to endorse 
passage, and in that light, we submit our support for BK 5418.

tike many other*, we agree that additional compromises from Custom* 
•re desirable, and not without merit. Bowever, we also agree with the 
position of Rational that this i* the beat bill we can obtain at thin 
time and there ar* far too many good points in the bill not to work 
toward* it* success.

The Boston Association applaud* the effort* of the national leadership 
in bringing this long awaited legislation to this n*ar climactic point.

Regards, 
Boston

iiation

Pau 
President

c.c.Bill Connolly (v.Pnrs. - Boston) 
c.c.Jo* Leahy (Secretary - Boston)

Branch Office: Logan International Airport,Robie Industrial Park.East Boston,Mass.Tel. 569 - 5829
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& 
Cfowtotac, S. C., 9nc.

OIWANISIO IMI 

P.O.BOX 7»t

(Me»ta, SMI&

June

1. Customs Brokers & Forwarders 
Association of America, Inc. 
One Wor>d Trnde Center - Suite -"109 
New York, New York 10048

Attention: Mr. Bill St. John, ^resident 

Dear Bill:

It is our understanding that a congressional hearing on KR 5^3 is 
scheduled for next week. Please accept this letter as our association's 
approval and support of NCBFAA actions in regards to (HR 5M8).

Very truly yours,
Customs Brokers & Freight Forwarders 
Assoclatipn or\fc^fr''.eston, S.C., Inc.

M. H. Mikell, Jri 
President
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EASYLINK MRX 124781A001 19JUN84 09:10/11:06 EST 

VIA: 8882S9

TO: 62666720

NCRFAA

JUNE 19, 1984

NATIONAL CUSTOMS BROKERS ASSOCIATION

ATTENTION: MR. WILLIAM ST. JOHN, JR.

THE CHICAGO CUSTOMS BROKERS ANO FORWARDERS ASSOCIATION IS VERY

FAMILIAR WITH, AND IS FULLY SUPPORTIVE Of THE CUSTOMS BROKERS

ACT OF 1984 (HR 5418)

REGARDS,

0. MC CAULEY

VICE PRESIOENT
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EASYLINK MBX 0895ROA001 IWIINfl* 17:32/08:4? EST 

VIA: 88R259

TO: 6266(5720 

UKAAEAAJJKKKKKKKKKKK

TO: COMMITTEE

CONGRESSIONAL HEARING

OF CUSTOMS BROKERS ACT OF

WASHINGTON, n.C. 

C/0 NCBFAA

REF: HR 541ft, 

GF.NTLFMEN:

PLEASE RE AOVISEO THAT THE COLUMBIA RIVER CUSTOMS BROKERS ANO 

FOREIGN FRT FORWAROS ASSN. SUPPORTS THE NCRFAA POSITION ON 

THE CUSTOMS RROKF.RS ACT OF 19ft4, HR MIS.

SINCERELY,

COLUMBIA RIVFR CUSTOMS RROKFRS ANP FRN FRT FWPRS ASSN. 

GENE RROSTERHOUS, PRFSIOENT , '
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EASYLINK MBX 155350A001 19JUN84 12:59/13:00 EST

VIA: 888269

TO: B2666720

NCHFAA

RAB INC ELP

IS THIS THE NATIONAL CUSTOMS BROKERS *• FORWAROEK ASSOC.?

CI

TO: NATIONAL CUSTOMS BROKERS « FORARDER ASSOC.

FROM: EL PASO CUSTOMS BROKERS ASSOCIATION.

THIS IS TO CONFIRM OUR SUPPORT OF HR6418 

CUSTOMS BROKER ACT OF 1984

JOE ALCANTAR , JR.

PRESIDENT

15S487A 19JUN84 13:00 EST
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THE LOS ANGELES CUSTOMS AND FREIGHT BROKERS ASSOCIATION. INC.

Jun. 14, 1984 ,„.„.,„„. Mayne Withrow * Co.
mm IIMI n 745 u--j >th fltrwc 

San Pedro CA 90731 
(213) 775-S663

Me. Nillia* St. John, President 
NATIONAL CUSTOMS BROKERS t FORWARDERS 
ASSOCIATION OP AMERICA, INC. 
One World Trad* Center, Suite 1109 
New Tork NT 10048

Dear Bill:

Our organisation, which !• now 100 Maters strong, supports and endorses the 
efforts of NCBPAA toward the CustoM Brokers Act of 1984 (BR 5418) . 
We believe that this bill is necessary, not only for the protection 
of our industry, but for the protection of CustoM and the importing public.
We wish to be on record as being in favor of the approval of HR 5418, 
and urge all individuals connected with the bill to approve sue.
I would also point out that we appreciate NCBPAA 1 s enormous effort on 
this bill.

t

Sincerely,

TOE LOP ANGELES CUSTOMS AND PREIGBT BROKERS ASSOCIATION, INC.

John P. Peterson 
President

30-600 0-85-44
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THE 105 AiBELES CUSTOMS AMD FREIGHT BROKERS ASSOCIATION. INC.

Nay lit "84 H..u.....J«yn« Withron>« Co.
/Jo w. irtb BE. 
San Pedro CA 90731 
(213) 775-C663

Nt. Williaa St. John, Jr. 
President
MTIOMI. CUSTOMS BROKERS t FORWARDERS 
ASSOCIATION OP AMERICA, INC. 
On* World Trad* Center, Suit* 1109 
•ev York IT 10041 •

Dear Billt

Pursuant to your letter of May 4, 1984, I have circulated a copy of 
I.R.5411 to our Board of Directors for their opinion. At this tine, 
no on* on our board has advised me of any personal difficulty with the bill.

X an well aware of the tine and effort expended on this bill, from my 
close association with Art LitMn. I wish to covwend all of you that 
have worked so hard in our behalf.
The Los Angeles Cuctoas and Freight Brokers Association supports this 
legislation as well, and will be pleased to cosaunicate with CongressMn whan 
necessary. We appreciate your efforts.

Sincerely,
A

AMD FREIGHT BROKERS ASSOCIATION, INC.

John P. Peterson 
President
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P.O. Box 9MO»'DrtM. TMM 7S2M • (214) 7444157 •

HMD-AMERICA
CUSTOMS BROKERS * FOREIGN FREIOHT FORWARDERS ASSOCUTION

June 8, 1984

National Customs Brokers & Forwarders Association
of America, Inc. 

One Norld Trade Center 
Suite 1109 
New York, NY 10048

Attn: Mr. William St. John 
President

Dear Bill.

In response to your letter dated Nay 4, 1984, our association 
generally supports H.R. 5418. However, we also have grave 
reservations concerning the monetary penalty provisions and 
would prefer that these be negotiated out 1n the event of a 
further opportunity to do so.

yours,

fresident

DJs/rm

.!;», 1 : '.984
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ASSOCIATION OP PORWARDINO AOINTS AND PORIION PRIIOHT BROKUU
or «o»iii.

MOtlll. A1AIAMA

June 18, 1984

National Customs Brokers t Forwarders 
Association of America, Inc. 
One World Trade Center 
New York, New York 10048

Gentlemen:

We the, Association of Forwarding Agents and Foreign Freight 
Brokers of Mobile, Incorporated, support the Customs Brokerage 
Act of 1984, HR-5418.

We feel this would be beneficial to the Customs House Brokers. 

With best regards, 

Yours very truly,

ASSOC, 
AND

VTION OF FORWARDING AGENTS
KOTO BROOMS OF MOBILE, INC.

lfK8i^
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LOTHAR KLESTADT COLIN UNSWORTH HAROLD Q. BRAUNER HERBERT A. BRANDON 
PrtsUhtnt Vie* Pr«»ld«nt-Export Vict Pnttidtnt-lmport S«cr«Ury & TriMurtr

NEW YORK FOIEIGN FREIGHT FOIWAIDfIS 
'AND BI0KBIS ASS'N, INC.

ItUMNHID 1II>

OrwWortdTnMCtnWf
New YOffc. N.Y. 10044
Td (218432-OnO

June 14, 1984

National Customs Brokers & Forwarders
Association of America, Inc. 

1 World Trade Center, Suite 1109 
New York, NY 10048

Gentlemen:

The Customs Brokers Act of 1984 (HR 5418) has been submitted 
to our Customs Committee for thorough analysis.

We are pleased to confirm that we agrre with the version proposed 
by the National Customs Brokers & Forwarders Association of 
America, Inc., and support it fully.

Very truly yours,

New York Foreign Freight Forwarders 
ers Association, Inc.

Lothar Klestadt, President

LK/ms
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EASYL1NK MBX 144510A001 19JUN81 11:34/13:00 EST 

VIA: RR8259

TO: 62666770 

NCHFAA; 

SEKIN CO OAL

MSf, 843632 KO

ATTN JOHN HAMMOND

RE CUSTOMS BROKERS ACCT

THE HORTH TEXAS CUSTOMS BROKERS N FRT FRWRPRS ASSOCIATION SUPPORTS

THE CUSTOMS BROKERS ACT CURRENTLY BEFORE LEGISLATURE

RGDS

PARRELL SEKIN OR / PRESIOENT / NTCBFRA

SEKIN CO PAL 

NCBFAA
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CUSTOMHOUSE BROKERS ASSOCIATION 
NORTHERN U.S. BORDER

OfnCtefttWMEMOCNT OFFICI at MM TREASURER OWCt o» Hw MCKCTANY
B. W. Andwaon R. Oudmundton . J. L Oragory
C. J. Tow* I Son* Norman 0. JtnMfl, Inc. C. F. Uebtrt. Inc.
1M DMttoom St. 30M S. Hcontpln Avenu* P. O. Drawer L
Buffalo, NY 1«07 MlnnMpolll, MN 90408 Main*. WA 98230

June 14, 1984

St.John, Jr.-President 
National Customs Brokers and Forwarders Association of America 
On* World Trad* Canter, Suita 1109 
Naw York, N. Y. 10046

Subjacti Cuatoms Brokara Act of 1964. HB 5418 

Oaar Mr. St. John:

On behalf of the 24 membera of the Cuatomhouae Brokers Aeeociation 
Northern U. S. Border I wiah to expreaa our support of the diatoms 
Brokers Act of 19B4.

He would ask that you expraaa our support of this lagAslation during 
the taatimony of the National Association at the congressional 
hearings.

-•e-srw-ell-well-aware-of--the-work-that-haa oona_into_Vh»;.draf.tinfl. , 
of this legislation by both the U. S. Customs and the National 
Association. We all feel stongly that tK-> la timely and necessary 
legislation that will, in the final analysis, strengthen our 
industry. We certainly do not wo.it the brokerage industry de 
regulated thus allowing anyone to go into business without 
proving their worth in any way. Maintaining atrlct standards is 
a must in this industry and we would certainly encourage Congress, 
through the enactment of this legislation, to continue regulating 
the brokerage industry, using the avenue of strong customs 
regulations.

Sincerely

Customhouse Brokers Association 
Northern U.S. Border 
James L. Gregory-Secretary

cci Bur-tram Anderson-Dresident
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Philadelphia Customs Brokers 
& Forwarders Association

IK>.DoxOl5 Philadelphia. RM9105

June 15, 1984

National Customs Brokers 4 Forwarders Association
One World Trade Center
Suite 1109
New York, NY 10048

Gentlemen:

The Philadelphia Customs Brokers & Forwarders Association strongly 
supports passage of The Customs Brokers Act of 1984 (HR5418).

We support your efforts to ensure passage of this act and the 
Philadelphia Association is ready to further support you as needed.

Yours truly,

David M. Weiss 
President
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EASYLINK MRX 09545flA001 18JUN84 18:54/08:4? EST 

VIA: 8882S9

TO: «66fi720

NCRFAA 

RAUSCHCO SFO

TO: NCRFAA - HEAD01JARTERS NEW YORK CITY 

CONCERNING THE CUSTOMS BROKERS ACT OF 19^4 { H R

ME ARE IN COMPLETE SUPPORT OF THIS MUCH NFEPEO LEGISLATION 

AND FULLY SUPPORT THE PROVISIONS OF THF BILL AS SUBMITTED 

BY NCRFAA

SIGNED: JAY HELSTERN, SAN FRANCISCO CUSTOMS HROKERS AND FREIGHT 

FORWARDERS ASSOCM.

RAUSCHCO SFO 

NCRFAA
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EASYUNK MRX 157695A001 19JUN84 13:lfi/13:22 EST 

VIA: 88«259

TO: 62M6/2H

ATTN: RIL! ST. JOHN NCKFAA

RE: CUSTOMS BROKERS ACT OF 1984 (Hf( 5418)

PLEASE BH ADVISCI) THAT THE SAN YSIORO BROKERS ASSOCIATION 

FULLY SUPPORTS THE SliHJECrACT. PLEASE VOICE OUR SUPPORT 

AT THIS WEEKS CONGRESSIONAL HEARINGS.

RA NEAL

SEC/TREAS

SAN YSIORO BROKERS ASSOC

MMM 

NCBFAA

158375A 190UN84 13:22 EST 

PTS
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Independent Freight Forwmfen tod Customs Broken Association
of fcvuMh, Inc.

rott omci mox IMS 
SAVANNAH, OIOMOIA SMOZ

June 18, 1984

& HURRY, DC.

National Customs Brokers I Forwarders Association of Am., Inc. 
One World Trade Center, Suite 1 109 
New York, N.Y. 100487(212)432-0050

RE: Custcns Broker Act of 1984 - HR 5418 

To Whom it nay concern:

Our association, representing twenty Customs Broker and Freight Forwarding 
Firms in the port of Savannah, Georgia, concur totally with and vigorously support 
the passage of the above legislation. He feel it is vital to our industry that this 
Act be strongly considered in its entirety..

It is our hope that this Act will ultimately be adopted.

RICHARD E. 
President
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EASYLINK MBX 143532A001 19JUN84 11:28/11:30 EST 

VIA: 888259

TO: 62666720

NCBFAANATIONAL CUSTOMS BROKERS + FORHAROERS ASSOCIATION OF AMERICA 

ATTN: MR. WILLIAM ST. JOHN, JR.

RE: H.R. 5418

THE OFFICERS AND BOARD OF DIRECTORS OF THE EXPORT IMPORT ASSOCIATION

OF VIRGINIA 00 HEREBY LEND OUR TOTAL SUPPORT FOR THE ABOVE REFERENCED

BILL.

OUR MEMBERSHIP INCLUDES THE CUSTOMHOUSE BROKERS LOCATED IN THE

VIRGINIA PORT CITIES OF NORFOLK.NEWPORT NEWS, VIRGINIA BEACH, AND

CHESAPEAKE.

EXPORT IMPORT ASSOCIATION OF VIRGINIA

MEAOE G. STONE,JR

PRESIDENT

NCBFAA....
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. > '•>""

CUSTOMHOUSE BROKERS & INTERNATIONAL FREIGHT 
FORWARDERS ASSOCIATION OF WASHINGTON STATE

P. 0. Box 1435, Tacona, U«.

Juno V., 193-'.

>!r. Will an St. John, Jr., President
National Customs Brokers ft Forwarders Association of America, Inc.
One World Trade Center, Suite 1109
Nrw York, W 10048

Re: Custonb Brokers Act of 19R«*, Hi> 5MS

Dear Mr. St. John:

As you arc aware, our Association represents the vast majority of Customs 
Brokers and Foreign Freight Forwarders in the State of Washington. Our 
membership strongly supports passage of the above legislation and requests 
that you convey this message in the Congressional Hearings to be held n«»xt 
week.

We believe passage of this Bill Is vital to the well-hclng of our industry 
and therefore urge its passing.

Thank yon.

Cordially,

CUSTOMHOUSE BROKES3 & INTERNATIONAL 
FREIGHT FORWARDERS ASSOCIATION OF 
WASHINGTON STATS

£>.!

RMK/cm

ni i
• R.^. Kennarti, President
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National Cusicms Brokers & Forwarders Association of America, Inc.
One World TVade Center, Suite 1109/New York. NV10048/1212) 432-0050

EASYLINK MRX 06R495AOO! 18JUN84 14:51/17:21 F.ST
VIA: 88R259
TO: fi2666720
1550 EOT
NCBFAA
KCBFAA
NEW YORK

PLEASF RE ADVISED THAT THE MEMBERSHIP 
OF WASHINGTON CUSTOMS BROKERS AND 
FUDRS ASSOC FULLY SUPPORT THE PROVISIONS 
OF H.R. 5418.

PLEASE MAKE OUR WISHES KNOWN AT THE
HEARINGS.
SHIRLEY LAING - PRESIDENT
WCBFFA...,
NCBFAA.....COSIUI
MMMM
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TWX JOHNJAMES WILM

ZCZC UILMINGTON NC JUNE 19 1984 

TLX 888259 NCBFAA
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JOHNJAMES WILM 

JUNE 19 1984

ATTN MR JOHN HAMMONDS

FROM CUSTOM BROKERS AND FREIGHT FORWARDERS ASSOC OF WILMINfiTON

BY VIRTUE OF THIS TLX MSG WE WISH TO ACKNOWLEDGE OIIR,,SUPPORT 

FOR PASSAGE OF THE NCBFAA'S CUSTOM BROKERS ACT OF 1984 (HR 5«18) 

PLS WORK DILIGENTLY FOR THE PASSAGE OF THIS BILL.

BONNY COX 

PRESIDENT

1129 EST 
NCBFAA
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Chairma i GIBBONS. We appreciate your coming here and work 
ing. We realize that you are an informal or formal adjunct to the 
whole governmental system and you help us collect a lot of taxes 
and help us regulate a lot of trade essential for international pur 
poses.

Let's hear next from the J.F.K. Airport Customs Brokers Asso 
ciation and then we will go to Customs.

STATEMENT OF CHARLES MERENDINO, PRESIDENT, J.F.K. AIR 
PORT CUSTOMS BROKERS ASSOCIATION, ACCOMPANIED BY 
CARL SOLLER, COUNSEL
Mr. MERENDINO. My name is Charles Merendino, president of 

J.F.K. Airport Customs Brokers Association, and with me is Carl 
Seller, counsel for the J.F.K. Airport Customs Brokers Association, 
with Seller, Singer & Horn.

This bill should correct some of the flaws exposed in current law 
during the past 54 years. We therefore support the objectives of 
H.R. 5418. We have certain suggestions which we believe will make 
the bill more closely reflect the intentions of the framers and alle 
viate the possible conflicts with other existing laws. We also sup 
port the recommended changes presented by the National Associa 
tion of Customs Brokers and Freight Forwarders as they originated 
with our association.

With regard to suspension and revocation section (d)(2)(B) and 
monetary penalties section (d)(2)(A), for the first time in 90 years 
that customs brokers have been licensed, H.R. 5418 introduces the 
concept of financial penalties for violations of professional responsi 
bilities. We support the concept of financial penalties and urge es 
pecially that they be accepted in lieu of an attempted suspension or 
revocation of a license or permit.

We suggest that although financial penalties may be an appro 
priate substitute for a suspension or revocation, it cannot be said 
that the suspension or revocation are acceptable substitutes for fi 
nancial penalties. We strongly suggest that the bill make it clear 
that suspension or revocation are appropriate penalties only for 
certain enumerated types or classes of violations and only then for 
serious violations.

The bill puts a $30,000 cap on penalties but fails to specify that 
the penalties should be graduated according to the nature of the 
violation. It is important that the law provide some discernible 
standard by which Customs can formulate regulations that can be 
consistently enforced and which would not result in all or nothing 
at all penalties.

The consequences of these penalties are substantial. We believe 
that discernible standards within the statute are necessary to 
insure consistent interpretation and enforcement of the law.

As a less desirable but acceptable alternative to the inclusion of 
clear standards within the statute, we suggest that the effective 
date of these sanctions including suspension, revocation and mone 
tary penalties be delayed until the regulations implementing them 
have been put into place. We have found that it often takes well 
over a year for new regulations to be put into effect.
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inconsistent and mere interim guidelines have not carried the force 
of regulations and are usually implemented unilaterally by the 
Customs Service. By delaying the effective date of implementation 
until the regulations are in place we could insure more fair and 
consistent enforcement of the law.

Regarding judicial appeal and consideration of objections, section 
(eX2), consistent with current law generally, section (e)(2) of the bill 
prescribes that on appeal the Court of International Trade may 
consider objections only if they have been raised before a hearing 
officer. We agree with the general proposition.

However, an error in the wording of section (e)(2) has created a 
procedural impossibility. As drafted, the bill provides that the 
court shall not consider any objection to the decision or order of 
the Secretary unless that objection was raised before the hearing 
officer. The difficulty is that the Secretary renders his decision or 
order only after the conclusion of the hearings. It is therefore im 
possible to object to a decision or order that could not yet have 
been rendered.

We believe that the intention was to have the objections to testi 
mony and evidence raised before the hearing officer and we suggest 
that this be corrected by appropriate language.

Regarding the triennial report by customs brokers, section (g) of 
the bill provides for triennial reports of the U.S. Customs Service 
by licensed customs brokers of their status and address. As drafted, 
the bill provides that licensed suspension and revocation are the 
appropriate penalties for failing to file notice. We recognize Cus 
toms' need for accurate records on brokers but suggest that suspen 
sion and revocation are unnecessarily harsh penalties for this type 
of violation and unnecessary to achieve the purpose of the section.

This is an appropriate situation for a minimum financial penalty 
and not suspension or revocation.

Regarding regulations of the Secretary, section (f) of the bill au 
thorizes regulations regarding a customs broker's keeping of books 
and records and the furnishing by customs brokers of any informa 
tion relating to their customs business to any duly accredited offi 
cer or employee of the United States. We wish to raise three points 
and suggestion regarding this section.

First, the language of this section, as drafted, conflicts with other 
already existing sections of the Tariff Act which require the keep 
ing of books and records and provide the authority to gain access to 
them. Section 509 of the tariff makes it very clear what documents 
may be sought, under what circumstances they may be sought and 
the administrative summons procedures to be used to obtain them.

Second, the language of the bill expands the authority of other 
agencies to gain access to these records. Unless the Government 
agency other than Customs has its own authority or judicial means 
of obtaining records from private individuals, we do not believe 
that this bill should grant them that authority. Under the lan 
guage of the bill as drafted, regulations could require a broker to 
turn over records to a U.S. attorney in a criminal or other investi 
gation, records that would not otherwise be obtainable because of 
constitutional protection.

30-600 0-85-45
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see the activity of customs brokers. Clearly, Customs needs to have 
access to the broker's records relating to Customs business in order 
to fulfill their audit and enforcement obligations. What concerns us 
is the apparent authority given to persons outside of Customs and 
a corresponding potential loss of control over the records.

Regarding customs' brokers licenses, section (b), customs brokers' 
permits, section (c), we would like it made clear in the bill that a 
permit be automatically issued so long as a broker has a license 
and has an office in the district where he conducts his business and 
also make it clear in the statute that it will be mandatory and not 
discretionary.

In closing, I would like to reiterate that the J.F.K. Airport Cus 
toms Brokers Association supports H.R. 5418 if the changes as dis 
cussed are adopted.

The points which we have raised we believe will result in a 
better, more consistent bill. Our thrust and position has been that 
nothing yields a better law than the standards that are in the law 
itself. If past statutes regulating our industry are any indication, 
this bill will outlive its framers. Consequently, the standards that 
will be reflected in regulations and guidelines must be clearly dis 
cernible from the statute itself. They should not be left to later in 
terpretations of legislative history and old regulations and to 
fading memories and mere notions of what was originally intended.

Within one week we will submit to the committee our proposed 
amendments reflecting our suggestions. Thank you very much for 
your attention and for this opportunity.

[The prepared statement follows:]
STATEMENT OF CHARLES MERENDINO, PRESIDENT, J.F.K. AIRPORT CUSTOMS BROKERS

ASSOCIATION
My name is Charles Merendino. I am the President of the J.F.K. Airport Customs 

Brokers Association.
Our Association is in favor of a bill that will encourage high standards in our in 

dustry and correct some of the flaws that have been exposed in the current law 
during the past 54 years. We therefore support the general objectives of H.R. 5418.

We have certain suggestions to offer which we believe will make the bill more 
closely reflect the intentions of the framers and may alleviate possible conflicts with 
other existing laws.

We also support the recommended changes presented by the National Association 
of Customs Brokers and Freight Forwarders as they originated with our Association.

SUSPENSION OR REVOCATION, SECTION (d) (2) (B); MONETARY PENALTIES, SECTION
(d)(2) (A)

For the first time in the 90 years that Customs Brokers have been licensed, H.R. 
5418 introduces the concept of financial penalties for violations of professional re 
sponsibilities. We support the concept of financial penalties and urge especially that 
they be accepted in lieu of an attempted suspension or revocation of a license or 
permit. We suggest that, although financial penalties may be an appropriate substi 
tute for a suspension or revocation, it cannot be said that suspension or revocation 
are acceptable substitutes for financial penalties. We strongly suggest that the Bill 
make it clear that suspension or revocation are appropriate penalties only for cer 
tain enumerated types or classes of violations and only for serious violations.

The Bill puts a $30,000 cap on penalties, but fails to specify that the penalties 
should be graduated according to the nature of the violation. It is important that 
the Law provide some discernible standards by which Customs can formulate regu 
lations that can be consistently enforced and which would not result in "all or noth 
ing" penalties.
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Under the old Customs 592 Fraud statute (19 USC 1592), and under the current 

Customs 592 Fraud statute we saw that when the statute provides For maximum 
penalties, it has normally been the meximum penalty for a class of violation that is 
sought. Although we are sure that customs Headquarters does not intend to dole out 
$30,000 penalties for all types of violations, experience has shown that this is com 
monly is the practice at the local level. As a result, we urge that standards be set 
forth within the statute to avoid setting up a single degree financial penalty without 
regard to culpability or the nature of the violation.

The consequences of these penalties are substantial. We believe that diseernable 
standards within the statute are necessary to insure consistent interpretation and 
enforcement of the law.

As a less desirable, but acceptable alternative to the inclusion of clear standards 
within the statute, we suggest that the effective date of these sanctions (including 
suspension, revocation, and monetary penalties) be delayed until the regulations im 
plementing them have been put into place.

We have found that it often takes well over a year for new regulations to be put 
into effect. During the transition period, enforcement of new laws has been incon 
sistent; mere interim guidelines have not carried the <brce of regulations, and are 
usually implemented unilaterally by the Customs Service. By delaying the effective 
date of implementation until the regulations are in place, we can ensure more fair 
and consistent enforcement of the law.

JUDICIAL APPEAL—CONSIDERATION OF OBJECTIONS, SECTION (6) (2)

Consistent with current law generally, section (eX2) of the Bill prescribes that on 
appeal, the Court of International Trade may consider objections only if they have 
been raised before a hearing officer. We agree with the general proposition; however 
an error in the wording of section (eX2) has created a procedural impossibility.

As drafted, the Bill provides that "The court shall not consider any objection to 
the decision or order of the Secretary, unless that objection was raised before the 
hearing officer. . . ." The difficulty is that the Secretary renders his decision or 
order only after the conclusion of the hearings. It h 'I jrefore impossible to object to 
a decision or order that could not yet have been rendered. We believe that the in 
tention was to have objections to testimony and evidence raised before the hearing 
officer. We suggest that this be corrected by appropriate language.

TRIENNIAL REPORT BY CUSTOMS BROKERS, SECTION (g)

Section (g) of the Bill provides for triennial reports to the United States Customs 
Service by lecensed Brokers of their status and address. As drafted, the Bill provides 
that license suspension and re -ocation are the appropriate penalties for failing to 
file the notice. We recognize Customs' need for accurate records on Brokers, but sug 
gest that suspension and revocation are unnecessarily harsh penaltie fpr this type 
of violation and unnecessary to achieve the purpsoe of Hie wectior. This is an appro 
priate situation for a minimal financial penalty, not suspension or revocation. The 
Bill further provides in section (eX6) that a license mny be suspended for the failure 
to pay the penalty. Any suspension would be automatically lifted upon the filing of 
the notices and payment of the late filing penalty. In this way the Bill would have 
the bite Customs believes is necessary to enforce the filing requirement without ix 
suiting in a penalty disproportionate to the nature of the violation.

REGULATIONS OF THE SECRETARY, SECTION (f)

Section (f) of the Bill authorizes regulations regarding a Customs Brokers' keeping 
of books and records and "the furnishing by Customs Brokers of any information 
relating to their customs business to any duly accredited officer or employee of the 
United States." [emphasis added]

We wish to raise three points and suggestions regarding this section.
First, the language of this section, as drafted, conflicts with other already existing 

sections of the Tariff Act which require the keeping of books and records and pro 
vide the authority to gain access to them. Section 509 of the Tariff Act make it very 
clear what documents may be sought, under what circumstances they may be 
sought, and the administrative summons procedures to be used to obtain them.

Second, the language of the Bill expands the authority of other agencies to gain 
access to these records. Unless a government agency other than Customs has its 
own authority or judicial means of obtaining records from private individuals, we do 
not believe that this Bill should grant tham that authority. Under the language of 
the Bill as drafted, regulations could require a Broker to turn over records to a
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Third, this Bill is intended to give Customs the "authority to oversee the activities 
of Customs Brokers. Clearly, Customs needs to have access to the Brokers' records 
relating to customs business in order to fulfill their audit and enforcement obliga 
tions. What concerns us is the apparent authority given to persons outside of Cus 
toms and a corresponding potential loss of control over the records. If a duly accred 
ited officer or employee of the United States, who is not an employes of the Customs 
Service, needs records related to a Broker's Customs Business and is legally entitled 
to them under some other provision of law, those records may be sought through 
the United States Customs Service by means of existing procedures. Otherwise that 
government agency should not have access to the records.

CUSTOMS BROKERS' LICENSES, SECTION (b>; CUSTOMS BROKERS' PERMITS, SECTION (c)
H.R. 5418 recognizes and implements the concept of a National Customs Brokers 

License with permits required to conduct Customs Brokerage business within a par 
ticular district. Customs has indicated that it is their intention that under the regu 
lations the sole criteria for the permit will be that an office is maintained within 
the district and that a licensed individual customs broker is employed in that dis 
trict. The Bill provides that "each person licensed as a customs broker . . . shall 
be ... issued a permit, ... for each customs district in which that person conducts 
business." It is clear that the permit is required to conduct business, but it is not 
clear that the issuance of the permit is automatic when these two criteria are met. 
It is important that the statute, and not just the regulations, make it clear that the 
issuance of a permit is not a discretionary act.

As we understand, the permit is a control device only, and not an additonal quali 
fication that must be met. If the distinction is not made clear, the national license 
concept would be effectively negated and restored to an individual district license 
with subjective quaifications and requirements.

In closing, I would like to reiterate that the J.F.K. Airport Customs Brokers Asso 
ciation supports H.R. 5418 if the changes discussed are adopted. The points which 
we have raised, we believe, will result in a better, more consistent Bill.

Our thrust and position has been that nothing yields a better law than the stand 
ards that are in the Law itself. If past statutes regulating our industry are any indi 
cation, this Bill will outlive its framers. Consequently, the standards that will be 
reflected in regulations and guidelines must clearly discernible from the statute 
itself. They should not be left to later interpretations of legislative history and old 
regulations, and to fading memories as mere notions of what was originally intend 
ed.

Within one week we will submit to the Committee our proposed amendments re 
flecting our suggestions.

Thank you very much for your kind attention.
Chairman GIBBONS. I want to commend you and Customs for the 

constructive way in which everyone has worked to try to improve 
this 54-year-old law and I hope we can improve it. I hope we can 
reach a consensus on the major items, and I have directed our pro- 
fesional staff to sit down with you and Customs and try to work out 
these things so that we can move this ahead as a noncontrpversial 
piece of legislation. I hope we can do that. If we can't, we will prob 
ably delay the bill another year because the Congress is jammed up 
with legislation right now and we are having a hard time getting 
noncontroversial bills through the process.

I want to get this passed and I directed the staff to sit down with 
you as soon as possible and review the differences between them 
and try to mediate those differences and, if we can, move it ahead 
very rapidly. Obviously this law does need bringing up to date, and 
that is what I hope to do.

Mr. Frenzel, do you have some questions?
Mr. FRENZEL. I want to congratulate all the witnesses and I 

would ask the first witness: Other than the J.F.K. Association, 
most brokers in the United States favor the bill as presented?
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Mr. ST. JOHN. Yes, sir, we have around the country 29 organiza 
tions that we represent, and 27 have filed letters, which we will
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some concern with penalty provisions but on the whole they want 
the bill passed as it was issued. They are interested in the bill.

Mr. FRENZEL. I might ask the second witness. His statement was 
that if the J.F.K. proposed amendments that are to be presented 
are accepted his group would favor the bill. Might I ask that in the 
absence of those amendments if you would prefer to operate under 
the current law.

Mr. SOLLER. That is correct.
Mr. FRENZEL. Thank you.
Chairman GIBBONS. All right. Thank you, gentlemen, very much 

and I urge you to be available to work with our staff on this 
matter.

We will next take up H.R. 5228, which is my bill, along with Mr. 
Conable, Vander Jagt, and Frenzel, to accelerate reductions. This 
has been suggested by the administration and we have a panel of 
witnesses: Mr. Nehmer, representing the Leather Products Coali 
tion, and a number of witnesses from the American Fiber & Textile 
Coalition. If all of those would please come forward, we would ap 
preciate it. Mr. Nehmer, we will allow you to be the first witness 
and then we will go to Mr. Chaikin and to the others.

Mr. NEHMER. I would be willing to yield to Mr. Chaikin and the 
others.

Chairman GIBBONS. We have Mr. Chaikin first, and, Mr. Chaikin, 
we realize you have a number of different associations in the 
American Fiber & Textile Association. Go right ahead, Mr. Chai 
kin.

STATEMENTS ON BEHALF OF THE AMERICAN FIBER, TEXTILE, 
APPAREL COALITION BY SOL C. CHAIKIN, PRESIDENT, INTER- 
NATIONAL LADIES' GARMENT WORKERS' UNION; JACOB 
SHEINKMAN, SECRETARY-TREASURER, AMALGAMATED CLOTH 
ING & TEXTILE WORKERS UNION; CHARLES, CARLISLE, EXEC 
UTIVE VICE PRESIDENT, MAN-MADE FIBER PRODUCERS ASSO 
CIATION; JAMES H. MARTIN, PRESIDENT, AMERICAN TEXTILE 
MANUFACTURERS ASSOCIATION; AND STEWART BOSWELL, 
PRESIDENT, AMERICAN APPAREL MANUFACTURERS ASSOCIA 
TION
Mr. CHAIKIN. Mr. Chairman and gentlemen, at the outset may I 

offer my thanks for this opportunity to testify before your commit 
tee. As you have indicated, a number of us are here representing a 
very large and important coalition which has a community of inter 
est particularly as regards the bill under consideration.

I am president of the International Ladies' Garment Workers' 
Union, and joining me here is Mr. Jack Sheinkman, the secretary- 
treasurer of the Amalgamated Clothing & Textile Workers Union; 
Mr. James H. Martin, Jr., president of American Textile Manufac 
turers Association; Mr. Charles Carlisle of the Man-Made Fiber 
Producers Association; and Mr. Stewart Boswell of the American 
Apparel Manufacturers Association. We are appearing on behalf of 
the 21 members of the American Fiber, Textile, Apparel Coalition,
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known as AFTAC. This is a group of trade associations and labor 
unions which make up the domestic fiber textile and apparel indus- 
tnes.

I won't read, in the interest of brevity, the names of each of the 
cooperating members of the coalition, but they will appear in the 
record.

Chairman GIBBONS. Yes, sir.
Mr. CHAIKIN. We are here today to testify in opposition to H.R. 

5228 which proposes to accelerate the tariff reductions negotiated 
during the multilateral trade negotiations.

I would like to spend just a few moments to indicate the nature 
of our concern. The formal presentations, I'm sure, have already 
been offered to you and undoubtedly will appear in the record.

What this bill suggests is that we accelerate some tariff-cutting 
in advance of the commitments which were made to the coalition 
jointly and individually, surely during 1978 and 1979 when the 
MTN was being negotiated, and the record will show the commit 
ments made by the then administration to the Congress that the 
staged reductions would be adhered to when indeed there were 
direct questions asked of them whether that was the intention and 
commitment and could we rely upon them. The answers were that 
surely this Congress could rely on it and surely the parties and in 
terests could rely on it.

Well, let me suggest that anything which weakens the position of 
the domestic industries is to be avoided during this period of time.

Very quickly, while I don't want to go back to the dawn of histo 
ry, Congressman Gibbons, may I just suggest the following:

Since 1978 and 1979 when we thought that the MTN and the 
commitments made by the then administration would lead to a 
more orderly trade in textile apparel and clothing, that surely has 
not been the case, and it must be common knowledge by now and 
since you have had an abiding interest in legislation of this kind 
and have heard me and others testify at one time or another, 
surely you must know of the great import penetration which has 
occurred just in the last 4 or 5 years.

And if I may just quote the figures of the last year and a half to 
indicate how serious is the condition of the domestic textile apparel 
and clothing industries. In 1983, over the previous period in 1982, 
there was a 14 percent increase in apparel over 1982 and a'SSVfe- 
percent increase in textile mill products coming into the country.

Now, all of this in the name of orderly trade. All of this in the 
name of trying to prevent surges of imports which have deleterious 
effects on the domestic market. And as if this were not enough to 
alarm everybody, surely the figures of the first 4 months of 1984 
must serve the purpose. So far, in the 4 ironths, over the compara 
ble 4 months of 1983, there has been a surge of increase of 33 per 
cent in apparel, over 70 percent over the first 4 months of 1983 in 
textile products. The overall average in 1983 was an increase of 25 
percent and in 1984, assuming now that we can analyze the experi 
ence of the first 4 months of the year, could very well see a 49-per 
cent increase between textiles and apparel and clothing.

To describe it perhaps in another way but equally as graphically, 
in 1979, which was at or about the time of the negotiations of the 
textile white paper of the MTN negotiations, of a series of conver-
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sations that took place between the Office of the Special Trade 
Representatives, Members of Congress and members of the coali 
tion, in 1979, 4 ;6 Jnllion so^iiare yajrds^iiiva^nte of textiles came 

"Into the Unileu States. That is the total cuifiuiiiaiioTi of apparel 
and textiles and clothing. All measured by square yard equivalents.

In 1983, it zoomed to 7.4 billion square yards equivalents. So far 
in the first 4 months of 1984, if we were to analyze the experience 
of the first 4 months we would reasonably expect that there would 
be 10.4 billion square yards equivalents coming into the country.

Now, I suggest very simply and clearly, Mr. Gibbons, that any 
thing that is done to make it easier, to make it cheaper, for these 
imports to come into the country will just have an additional 
harmful effect. The burdens are such that they can hardly be 
borne now by elements of the domestic industry. Apparel and 
clothing, a number of product lines are in danger of being tipped 
over if indeed they have not been already tipped over. Where the 
import penetration is so large there is no way that the remaining 
domestic industry can survive.

In the matter of textile mill products, the largest single customer 
of the domestic textile industry are the apparel clothing industries, 
and as they go and as they have been going. The danger to the tex 
tile industry here in the United States becomes apparent.

I would urge you and the committee to do two things. One, is to 
effectuate the commitments that were made by the prior adminis 
tration by the Special Trade Representative, who acted officially at 
that time, to not accelerate the staged reductions which were then 
agreed upon; and second, do nothing that would make the burdens 
which we bear today even greater as we go on into tomorrow.

What the end result will be of this enormous import penetration 
unless there is massive and meaningful and wise Government in 
terposition, I do not know. These industries employed at one time 
2 1/2-million workers. They employ now less than 1%-million. Just 
in the last several years, there has been a diminution of about 
200,000 jobs. If this continues the drain on our economic strength 
as you must be aware, will demand of us a price which this com 
munity must not pay.

I would like at this time, Chairman Gibbons, to introduce Jacob 
Sheinkman of the Amalgamated Clothing and Textile Workers 
Union.

Mr. SHEINKMAN. Thank you, Mr. Chairman.
I will speak second and Mr. Martin will wind up our official pres 

entation. I want to add a few other points to what Mr. Chaikin pre 
sented. It is important to bear in mind that when the original 
MTN was before the House and the Senate, the House and Senate 
and Congress by overwhelming margins voted to exempt textiles 
and apparel from any duty cuts. The support that the Congress ul 
timately gave and we were prepared to give was a result of negotia 
tions of the White Paper which specifically put in the 2-years delay 
and a phased on basis as a means of compromise. And in this 
regard, I would like to analogize it in a sense to a collective bar 
gaining agreement, not to be subject to change by whims of time or 
change of administration.

Confidence in these kinds of agreements is very fundamental in 
terms of each of us going back to our respective constituents. In
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our regard there is a question of being able to explain to our mem 
bers what we feel is the right thing and being able to persuade 
them to support the right thing in terms of the United States and 
the various industries that we are involved in.

In terms of the manufacturers it sends other signals. Whether 
they are to invest money in new plant and equipment in the 
United States, whether to start thinking of putting their produc 
tion offshore. No confidence can be built in if we are ending up in 
situations where legislation varies, particularly when we are deal 
ing with long-term problems of the kind of magnitude we are deal 
ing here.

I would suggest that the administration timing of this proposal is 
a result of the summit meeting that was held recently in Europe. 
The problem of the U.S. trade and open trade and the concern of 
the Congress and the American citizens about protectionism is 
really what we are dealing with here, which is, if I may use an 
analogy as a pimple on a pickle.

The reason I say that is the basic problem is our trade deficit 
and the basic problem is the overvalued dollar. According to Mr. 
Feldstein at a meeting I attended recently, the facts show that be 
tween 1980 and .984, the value of the dollar has risen 45 percent in 
real terms vis-a-vis foreign currencies. This means in effect imports 
now are subsidized to the tune of 45 percent and exports are being 
penalized to the tune of 45 percent.

Chairman GIBBONS. You are correct.
Mr. SHEINKMAN. The percentage that is going to come about as a 

result of the proposal that +he administration is putting forth at 
this time is not going to deal with the basic problem of the deficits. 
This has to be dealt with on a much greater scale and a broader 
issue involving public policy, general spending policy, and include 
both the administration and how the Congress feels. To try to deal 
with the trade issue, to try to deal with that in terms of the cli 
mate that is being generated—I just came back from my union's 
triennial convention and I have been representing and involved 
with my union now for 31 years. I have never heard so much con 
cern on the part of ordinary working people. They are insecure, 
they are angry, they feel their existence is being threatened and in 
our judgment, this is something that is not healthy for the general 
overall welfare of our Nation.

And I would submit, sir, that when you are dealing with this 
kind of issue, where you are trying to deal with a. much broader 
problem by taking on this kind of proposed amendment to a bill, 
what you are doing is really disrupting the orderly process of trade 
in the long term. And last but not least, in 1986, in July, the multi- 
fiber arrangement is to end. We will be sending a signal in terms 
of this by enacting legislation at this time that will be misread by 
other nations.

Other trading partners who have had our previous testimony in 
dicated much more favorable terms in the tariff cutting. They have 
had reductions only, for ex£. nple to Japan and Canada, of 2.5 per 
cent, Europe 3.5 percent, on average, and the United States 4.5 per 
cent. What we will be saying to this and the other countries of the 
world is that we are prepared to give away this industry, an indus 
try which not only is reduced in absolute employment, employs
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large numbers of women who in many cases are single household 
support, many minority people who can't move into other areas.

And finally let me say this. I recently visited another plant, one 
of our plants in Portage, PA near Johnstown. In this plant, I hap 
pened to see two males working in a job that I ordinarily wouldn't 
see males in. I went over to them. They were two steelworkers, 
who had lost their jobs at United States Steel in Johnstown, PA. 
They had nowhere else to go, but at least they could earn $6 which 
was one-half of what they were earning before, as opposed to jobs 
earning the minimum wage.

What we are really doing—as a Wall Street Journal article indi 
cates—is to push down people out of the middle class into the lower 
class. We are ending up with a two tier society, which in my judg 
ment has untoward consequences for the long-term future and the 
stability of our Government and our society.

At this point, I would like to turn the microphone over to Mr. 
Martin.

Mr. MARTIN. Thank you, Mr. Chairman.
I will be very, very brief. My name is James Martin. I am the 

president of the American Textile Manufacturers Institute and spo- 
keman for the basic textile industry in this country. We furnish, as 
Mr. Chaikin said, the fabric and the yarns and the sewing thread 
for apparel and our industry—our trade deficit in our textile and 
apparel has grown from $4.7 billion to $10.6 billion in the last 4 
years.

Simply put, the word protectionism has become a dirty word in 
our society but I am proud to use it because—let me add to what 
these gentlemen say—I have been trying very hard for a number of 
years to protect American jobs and not to protect inefficient indus 
try. We are a very efficient industry from one end to the other. We 
have spent money very wisely and amply to stay efficient and it 
really hurts me as a 65-year-old American to have to beg other 
Americans to protect American jobs. That is what I have been 
doing for 5 years.

I don't really understand it, but we are protecting jobs of hard 
working, honest, good people, who really have nowhere else to go. 
And in that context, please let me use the word protect and protec 
tionism over and over and over again. And thank you very much 
for letting us come to testify before your committee.

[The prepared statement follows:]
STATEMENT OF THE AMERICAN FIBER, TEXTILE, APPAREL COALITION IN OPPOSITION TO

H.R. 5228
The statement is presented on behalf of the 21 members of the American Fiber/ 

Textile Apparel Coalition (AFTAC), a group of trade associations and labor unions 
which make up the domestic fiber, textile and apparel industries. The members in 
clude- Amalgamated Clothing & Textile Workers Union; American Apparel Manu 
facturers Association; American Textile Manufacturers Institute; American Yarn 
Spinners Association; Carpet and Rug Institute; Clothing Manufacturers Association 
of America; Industrial Fabrics Association; International Ladies Garment Workers 
Union; Knitted Textile Association; Luggage & Leather Goods Manufacturers of 
America; Man-Made Fiber Producers Association; National Association of Hosiery 
Manufacturers; National Association of Uniform Manufacturers; National Cotton 
Council of America; National Knitwear & Sportswear Association; National Knit 
wear Manufacturers Association; National Wool Growers Association; Neckwear As-
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sociation of America; Northern Textile Association; Textile Distributors Association; 
and the Work Glove Manufacturers Association.

The products manufactured by the coalition members include synthetic and natu 
ral fibers, yarns, fabrics, manufactured textile products, garments and other prod- 
'cts whose chief characteristics are textiles. Most of these products will be negative 

ly impacted by H.R. 5228 which proposes to accelerate the tariff reductions negotiat 
ed during the Multilateral Trade Negotiations (MTN). Therefore, the member orga 
nizations of AFTAC oppose this legislation.

The American textile/apparel industry has long been recognized as one that is 
adversely impacted by imports. For that reason the U.S. government has particpat- 
ed in a number of international agreements providing for orderly trade in textiles 
and apparel. Also, the U.S. International Trade Commission, prior to the tariff-cut 
ting concessions made during the Multilateral Trade Negotiations examined the 
probable economic effects of such tariff reductions on textile and apparel products. 
The result of the ITC investigation was to confirm that in many cases, tariff reduc 
tions utilizing the full authority provided in the Trade Act of 1974 would lead to 
adverse economic effects on the domestic textile and apparel industry and its work 
ers. Nonetheless, many tariff cuts on textiles and apparel were made during the 
MTN—although in many cases the cuts were less than that called for by the "tariff- 
cutting formula" used in the negotiations. Many people have argued that the tariff 
cuts finally agreed to on textiles and apparel were not extremely significant or im 
portant because they were not as great in many cases as were the cuts on other 
manufactured products. We believe that this argument is not correct and a fuller 
examination is undertaken below since it bears directly on the issues raised by H.R. 
5228.

On a trade-weighted basis, the United States' average tariff on textiles and cloth 
ing before any MTN cuts was 23.5 percent. After all of the tariff concessions made 
by the U.S. on these products during the MTN are fully implemented the weighted 
tariff average will be 19 percent' which means that the United States cut its textile 
and apparel tariffs on average some 4.5 percentage points. This reduction was great 
er than reductions made by any of our major trading partners. Canada's average 
trade-weighted reduction on textiles and clothing was 2.5 percentage points; Japan's 
was 2.5 percentage points and the European Communities average reduction was 3.5 
percentage points. Thus, the United States' concessions on textiles and apparel tar 
iffs exceeded those of our trading major partners. Now H.R. 5228 seeks to accelerate 
those concessions and in return we are told that our major trading partners will 
probably accelerate their concessions as well. The U.S. textile/apparel industry was 
the loser in the MTN tariff-cutting exercise and we will be losers in any accelera 
tion of the tariff cuts, for a number of reasons beyond the apparent imbalance of 
textila apparel concessions that were agreed to during the MTN.

First of all, the domestic textile and apparel industry is in much worse shape 
today than it was in 1980 when the tariff concessions began to be implemented. In 
1980 the textile sector had a favorable balance of trade. Exports amounted to $3.6 
billion while imports were $2.7 billion. Today, the reverse is true. In 1983 the textile 
sector's trade deficit amounted to -$1.1 billion with imports having grown some 
$784 million to $3.5 billion from 1980. During this period imports of textiles in 
creased 77.2 percent from 2.0 billion square yard equivalents (sye) to 3.5 billion sye 
in 1983. Exports declined seme 44.1 percent in quantity terms over this period. Do 
mestic production of textiles has grown only slightly during these four years and 
employment has declined from 848,000 workers to 744,000.

The situation is even worse in the apparel sector. Imports of apparel have grown 
from 2.9 billion sye in 1980 to 3.9 billion in 1983. The trade deficit has worsened 
from -$5.6 billion to -$9.5/bil!ion and employment has declined from 1,264,000 
workers to 1,169,000 workers. Now, with H.R. 5228, the industry is being asked to 
expose itself further to additional import penetration which can only lead to addi 
tional loss of jobs for American workers.

Another compelling reason to oppose this bill is because of its affect on the snap- 
back provision provided in Section 504 of the Trade Agreements Act of 1979. Enact 
ment of H.R. 5228 would lead to a significant loss of negotiating leverage for the 
United States during the renewal of the Multifiber Arrangement in 1986. The snap- 
back clause states:

"The headnotes to Schedule 3 are amended by adding at the end thereof the fol 
lowing new headnote:

1 Based on data from the GATT Secretariat, Geneva, Switzerland.
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"8. In the case of each item in this schedule and schedule 7 on which the United 
States has agreed to reduce the rate of duty, pursuant to a trade agreement entered 
into under section 101 of the Trade Act of 1974 before January 3, 1980, on any 
cotton, wool or manmade fiber textile product as defined in the Arrangement Re 
garding International Trade in Textiles, as extended on December 14, 1977 (the Ar 
rangement), if the Arrangement, or a substitute arrangement, including unilateral 
import restrictions or bilateral agreements, determined by the President to be suita 
ble, ceases to be in effect with respect to the United States before the total reduc 
tion in the rate of duty for such item under sections 101 and 109 of the Trade Act of 
1974 has become effective, then the President shall proclaim the rate of duty in rate 
column numbered 1 for such item existing on January 1, 1975, to be the rate of duty 
effective, with respect to articles entered, or withdrawn from warehouse, for con 
sumption, within 30 days after such cessation and until the President proclaims the 
continuation of such reduction under the next sentence. If subsequently the Ar 
rangement, or a substitute arrangement, including unilateral import restrictions or 
bilateral agreements, determined by the President to be suitable, is in effect with 
respect to the United States, then the President shall proclaim the continuation of 
the reduction of such rate of duty pursuant to such trade agreement. For purposes 
of section 109(cX2) of the Trade Act of 1974, any time when a rate of duty existing 
on January 1, 1975, is in effect under this headnote shall be time when part of such 
reduction is not in effect by reason of legislation of the United States or action 
thereunder."

This means that any tariff cut negotiated in the MTN which has not yet been 
fully implemented will snap back to its rate on January 1, 1975 if there is no Multi- 
fiber Arrangement or other substitute agreement governing trade in textiles and ap 
parel in effect. When the present Multifiber Arrangement expires in July 1986 
nearly all of the tariff rate reductions on textiles and apparel will have been com 
pleted if the tariff cuts are accelerated as proposed in H.R. 5228. This means that 
the U.S. will have forfeited a huge amount of negotiating leverage in renegotiating 
the Multifiber Arrangement if the provisions of H.R. 5228 are adopted.

Based on the import statistics of the past four years which we have provided 
above, it is obvious that a new international arrangement is needed which will con 
siderably strengthen the existing arrangement. However, if H.R. 5228 is adopted the 
U.S. will have given up a tremendous weapon in its arsenal, namely the snapback 
clause, in obtaining the needed changes in the Multifiber Arrangement.

Another reason that these tariff cuts should not be accelerated is that exchange 
rate changes which have taken place during the four years since the tariff cuts have 
begun have eroded much of the protection afforded by tariffs. Because of the 
strengthening of the dollar during this period, we estimate that on a trade-weighted 
basis, the exchange rate impact has been essentially to double the price of our ex 
ports and to diminish the import prices of textile and apparel by some 40 percent. 2 
This administration has pursued fiscal and monetary policies aimed at purposely 
producing an over-valued dollar in order to increase imports from the developing 
countries with large foreign debt. Now with H.R. 5228, the Administration is seek 
ing to further reduce the level of protection which this industry was provided by 
accelerating the MTN tariff reductions.

Finally, we believe that H.R. 5228 violates commitments made by the Administra 
tion which concluded the MTN tariff reductions, commitments which that Adminis 
tration made to the Congress and to the domestic textile and apparel industry. We 
would like to include in our statement an exchange which took place while the 
tariff cuts were being explained during the debate on the passage of the Trade 
Agreements Act of 1979. The Executive Branch through Ambassador Robert 
Strauss, then the Special Representative for Trade Negotiations, made its commit 
ment unequivocably clear with respect to staging of tariff cuts. In an exchange with 
Senator Ribicoff on July 10, 1979, Ambassador Strauss stated that the tariff cuts are 
to be phased in beginning in two years over an eight-year period. Senator Ribicoff 
asked, and we quote, "Can the garment industry depend on your statement just 
given that that is the rate of cut that will be involved and put into place?". Ambas 
sador Strauss replied, and again we quote, "Senator, yes. Let me tell you this. 
Damned n^ar. anybody can depend on a statement I make in a record like this 
before the Senate." This was taken from hearings before the Subcommittee on

2 The exchange rate impact on imports is estimated by weighting the exchange rate changes 
from June 1980 by the quantities of imports from the major suppliers to the U.S. The export 
impact is obtained the same way using as weights U.S. exports to our major markets and their 
exchange rate changes.
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International Trade, Senate Committee on Finance, July 10th and llth, 1979. Part I 
of II parts, page 400. (attached)

Another adverse impact which an acceleration of tariff cuts will have on the gov 
ernment and on the econpmy will be the reduction in tariff revenue which this ac 
celeration will produce. When all reductions are made, as stated earlier, the average 
tariff on textiles and apparel on a trade-weighted basis will amount to 19 percent. 
While it is very difficult to calculate exactly what the tariff revenue loss would be 
one can estimate its magnitude with, we believe, some reliability. If one assumes 
that the tariff cuts were made in equal increments over an eight-year period and 
that the total average trade-weighted tariff cut was 4.5 percent then the average 
trade-weighted tariff cut each year is 0.64 percent, if one also assumes that textile 
and apparel imports in 1986 will be $11.6 billion (the value of these imports over the 
12 months ending March 1984) then the loss in tariff revenue will amount to about 
$74 million. This almost certainly underestimates the revenue loss since imports 
thus far in 1984 are some 49 percent above imports for the same period last year 
and continued import growth is almost certain given current U.S. trade policies. 
Nonetheless, let us restate our estimate. We believe that the one-year acceleration 
in tariff reductions will cost the U.S. Treasury at least $74 million in revenue loss in 
1986.

It seems obvious that H.R. 5228 carries too high a price tag. The cost of H.R. 5228 
will be lost tariff revenue, lost jobs for U.S. workers, lost leverage in MFA renewal 
negotiations and the violation of a commitment made by the Executive Branch to 
the Congress. The benefits can be defined as nothing more than some symbolic ges 
ture against protectionism. This symbolic act carries with it some very real conse 
quences, a!! of them adverse for the domestic textile and apparel industry. We urge 
the Subcommittee not to report favorably on H.R. 5228.

Chairman GIBBONS. Fine.
Are there others that wish to be heard?

STATEMENT OF STANLEY NEHMER, PRESIDENT, ECONOMIC CON- 
SULTING SERVICES INC., ON BEHALF OF THE LEATHER PROD- 
UCTS COALITION
Mr. NEHMER. Thank you again, Mr. Chairman.
For the record, my name is Stanley Nehmer. I am here on behalf 

of the Leather Products Coalition, several of whose members are 
also members of the Fiber, Textile & Apparel Coalition. We are 
here in opposition to this piece of legislation to provide acceleration 
of tariff cuts for reasons which we have in our written statement.

I want to add a few additional words to those which I have heard 
because the reasons are as relevant to leather goods as they are for 
textile/apparel products. We understand that the AFL-CIO has 
submitted a written statement to the committee.

Chairman GIBBONS. That is right.
Mr. NEHMER. In opposition to the legislation as well.
Chairman GIBBONS. That is correct.
Mr. NEHMER. Now, Mr. Chairman, I have been involved in the 

advisory process, the private sector advisory process involving 
trade negotiations for many years and when we get a commitment 
from administrations—and there have been a whole series of these 
over several years, industry and labor have to operate on the basis 
of commitments that are made. We heard a commitment this 
morning from Mr. Lighthizer with regard to this particular piece of 
legislation: There won't be any acceleration of tariff cuts unless 
these are reciprocated by other countries who have the particular 
products involved.

We heard a commitment from Ambassador Strauss, then Special 
Trade Representative in July of 1979, and he was asked by Senator
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Ribicoff specifically, "Can industry depend upon your statement, 
Mr. Ambassador?"

He said, "Senator, let me tell you this, damn near anybody can 
depend on a statement I make in a record like this before the 
Senate."

So now having said that, we hear a commitment from Mr. 
Lighthizer this morning. This administration is going back on a 
commitment made several years ago by the predecessor of Mr. 
Brock. What are we going to believe, what are we to believe? We 
can't operate on this basically. When the commitment is made in 
the trade policy area by an administration, the succeeding adminis 
tration must live up to it or else we have some very major prob 
lems.

Let me say one more thing. We had a trade deficit last year of 
$69 billion. Of that, $22 billion was with Japan. Japan is the coun 
try that has urged the United States to suggest, as we understand 
it, this piece of legislation. Japan has quotas on leather products— 
has had those quotas on bather products—which are inconsistent 
with GATT. We have taken them to GATT, we have yet to get the 
Japanese to remove those import quotas.

One-third of the total deficit last year was with Japan and yet 
we are taking this particular action even while knowing that what 
they are doing in leather products is not right.

We have in our testimony given you an analysis, as has the 
AFTAC testimony, of the lost revenue to the United States by 1 
year's acceleration. We think that is of some signficance.

Finally, on the question of the snapback of the tariffs that are in 
section 504 of the 1979 Trade Agreements Act, the Leather Prod 
ucts Coalition is concerned about that as well.

I listened to Ambassador Lighthizer this morning when you 
asked him this question, which was very important—I am so glad 
you did ask that—we are just throwing away the leverage, assum 
ing we are going to renew the MFA or some suitable substitute, we 
are throwing that away by this legislation as far as it affects textile 
products and I didn't find his answer really that satisfying. He 
would hope that the President would give consideration to this 
question of the MFA and its relation to 504 of the 1979 act when he 
makes decisions to accelerate or not to accelerate tariff cuts.

Who is he kidding? The President of the United States doesn't 
make those decisions. He is given pieces of paper by the U.S. Trade 
Representative's office.

We hope you will not report this legislation out. I really don't 
think it is the right legislation at this time.

That concludes my remarks.
[The prepared statement follows:]
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STATEMENT OF STANLEY NEHMER, PRESIDENT, ECONOMIC CONSULTING SERVICES INC., 

ON BEHALF OF LEATHER PRODUCTS COALITION '

SUMMARY
As detailed in our attached statement, the Leather Products Coalition is opposed 

to H.R. 5228, the "Reciprocal Tariff Reduction Acceleration Act of 1984" because:
We consider a reduction in the staging period for the MTN cuts to be a breach of 

faith with U.S. industry and labor based on Executive Branch commitments made 
pursuant to the Trade Act of 1974 and the Trade Agreements Act of 1979.

It will have a harmful impact on several leather-related product categories for 
which duties will be reduced precipitously and will cost $2.6 million in foregone rev 
enues.

The leather-related products sector and the nation as a whole face a trade deficit 
of such mammoth proportions that we cannot imagine why the Administration 
would possibly want to stimulate additional imports at this time. Imports of all 
leather-related products are increasing as never before and currently have import 
penetration rates ranging from 35 to 85 percent of the U.S. market.

There is a substantial number of products produced by the leather-related indus 
tries which are classified as textile products. Such textile products are subject to the 
Multifiber Arrangement (MFA). The MFA will expire at the end of July 1986. Sec 
tion 504 of the Trade Agreements Act of 1979 provides for a snapback of tariff rates 
on apparel and textile products to January 1, 1975 rates if the MFA is not renewed 
or a suitable successor arrangement is not in place. However, the snapback provi 
sion is only operative before the total reduction in the rate of duty for such textile 
and apparel items has become effective. If H.R. 5228 is enacted, the MFA would 
expire after most of the staged reductions have been completed. Thus, considerable 
leverage to secure renewal of the MFA or substitute arrangement would be given 
up.

The Leather Products Coalition believes this legislation is highly controversial. It 
is not an innocuous piece of legislation. It also has major revenue implications. 
Therefore, we hope that the Trade Subcommittee will not favorably report it.

STATEMENT

This statement is presented on behalf of the members of the Leather Products Co 
alition, a group of trade associations and labor unions in leather-related industries. 2

The organizations include:
Amalgamated Clothing & Textile Workers Union, AFL-CIO; Footwear Industries 

of America, Inc.; International Leather Goods, Plastics & Novelty Workers' Union, 
AFL-CIO; Luggage & Leather Goods Manufacturers of America, Inc.; United Food 
& Commercial Workers International Union, AFL-CIO; and Work Glove Manufac 
turers Association.

The products manufactured by these organizations include nonrubber footwear, 
luggage, handbags, personal leather goods, work gloves and leather apparel. Many 
of these products, with the exception of nonrubber footwear and leather apparel 
whose duties were not cut in the MTN, will be negatively impacted by H.R. 5228, 
legislation which has been proposed by the Administration "to authorize the accel 
eration of staged rate reductions proclaimed to carry out trade agreements." We, 
therefore, oppose H.R. 5228.

According to a February 24, 1984 letter from Ambassador Brock published in the 
May 17, 1984 Congressional Record, the mechanics of the legislation would work in 
the following manner:

"On the date of passage in 1984, the President would be able to proclaim the im 
mediate application of the rates scheduled to be effective January 1, 1985. On Janu 
ary 1, 1985, the President would be empowered to proclaim the rates effective Janu 
ary 1, 1986, depending upon whether he determines that appropriate concessions 
l-'8ve been nade. On January 1, 1986, the President would again be empowered to 
/;r,-x-/aim the rates scheduled to be effective on January 1, 1987." [Emphasis added.]

We oppose this legislation for several reasons.

1 Amalgamated Clothing & Textile Workers Union, AFL-CIO; Footwear Industries of Amer 
ica, Inc.; International Leather Goods, Plastics & Novelty Workers' Union, AFL-CIO; Luggage & 
Leather Goods Manufacturers of America, Inc.; United Food & Commercial Workers Interna 
tional Union, AFL-CIO; and Work Glove Manufacturers Association.

2 The Footwear Division of the Rubber Manufacturers Association associates itself with the 
position taken in this statement.
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First, we consider a reduction in the staging period for the MTN tariff cuts to be 
a breach of faith with U.S. industry and labor. Section 109 of the Trade Act of 1974 
established clearly the ground rules for the staging of tariff cuts. U.S. industry and 
labor gave their advice in connection with the MTN negotiations against this back 
ground. In the Trade Agreements Act of 1979, Congress modified the staging re 
quirements somewhat in Section 503. But the Executive Branch was clearly on 
record that the norm was eight staged cuts with some exceptions specified in Sec 
tion 503. Indeed in the case of textile products, some of which are the products of 
members of the Leather Products Coalition, Ambassador Robert Strauss, then the 
Special Representative for Trade Negotiations, made the commitment crystal clear 
in this exchange with Senator Ribicoff on July 10, 1979:

"Mr. STRAUSS. . . . They are to be phased in, beginning in 2 years over an 8-year 
period.

"Senator RIBICOFF. Can the garment industry depend on your statement, just 
given, that that is the rate of cut that will be involved and put into place?

"Mr. STRAUSS. Senator, yes. Let me tell you this. Damned near anybody can 
depend on a statement I make in a record like this before the Senate. (Emphasis 
added. Hearings before the Subcommittee on International Trade, Senate Commit 
tee on Finance, July 10 and 11, 1979. Part 1 of 2 parts. Page 400).

Our second reason for opposing H.R. 5228 is that it will have a harmful impact on 
several leather-related product categories for which duties will be reduced precipi 
tously and will cost $2.6 million in foregone revenues to the U.S. Government (See 
Table 1). Let us cite some specific situations.

With respect to work gloves, several categories will be negatively affected by the 
bill's passage, including some categories ' r which the acceleration will have a sig 
nificant impact. Two work glove categories, leather, and leather/fabric combination 
work gloves (provided for in TSUSA items 705.3510 and 705.3550) are scheduled to 
have their tariffs cut in one stage effective January 1, 1987. The tariff cut should 
never have been made in the first place, since it was done without consulting the 
Industry Sector Advisory Committee on leather products, despite a prior under 
standing that these products would not be cut. Because the tariff cut was made 
without this prior consultation, the U.S. Government agreed through Steven Lande, 
the STR official who negotiated this cut, that reduction would not be made before 
January 1, 1987, the final year of the staged rate reductions. Thus, the Administra 
tion's proposal in H.R. 5228 would, in effect, exacerbate the error already made with 
respect to these work gloves by hastening a duty reduction that never should have 
occurred in the first place. The impact of the acceleration of this tariff reduction 
would be $328,000 in foregone revenues (Customs duties), based on 1983 import 
levels of $33 million, and assuming a mid-year 1984 enactment of this legislation.

Gloves of rubber or plastic (TSUSA item 705.8600) present a major problem for 
the work glove industry. Trade in this category is not insignificant. The value of 
1983 imports was $5.3 million. This category received the full 60 percent cut during 
the MTN (Tokyo) round. In 1979, the ad valorem duty rate on gloves in this catego 
ry was 35 percent. Today it is 21.9 percent and it is scheduled to be phased down to 
14 percent effective January 1, 1987. The Administration's proposal would acceler 
ate this process, beginning this year if the legislation is passed, by 2.6-2.7 percent 
age points per year, over a three-year period; the cumulative impact will be 6.6 per 
centage points over this time period assuming mid-year 1984 enactment of H.R. 
5228, or $349,000 in foregone revenues based on 1983 import levels. This is not an 
insignificant amount in duties on this import-sensitive work glove category, particu 
larly in light of the fact that work gloves in this category were denied GSP eligibil 
ity in 1982 because of import sensitivity.

Certain luggage, flat goods, and handbag categories will also be impacted by an 
acceleration in the staged reduction. Some 20 TSUSA categories of luggage, fiat 
goods and handbags will be affected. In the case of three TSUSA categories, luggage, 
flat goods and handbags of textile materials, wholly or in part braid (TSUS items 
706.32, 706.33, 706.34), the acceleration would reduce duties on imports by 1.5-1.6 
percentage points per year over the next three years. Again, assuming mid-year 
1984 enactment of H.R. 5228, the cumulative impact of the duty acceleration will be 
almost 4 percentage points. The value of imports in these three categories alone in 
1983 was $5.6 million.

While these three luggage, handbag and fiat goods categories will be impacted 
substantially under H.R. 5228 (the combined effect being approximately $234,000 in 
foregone revenues based on 1983 trade), each of the 20 categories affected by the 
acceleration will have a substantial cumulative impact over the three years they are 
phased in. In light of current import penetration in these industries (handbags, 85 
percent; luggage, 50 percent; flat goods, 35 percent) an acceleration of the phased
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reductions is simply unacceptable at this time. Furthermore, to the extent imports 
will be priced lower because of the reduction in duties, domestically-produced goods 
competitive with imports will also have to be priced lower. Thus, one can conclude 
that the estimated loss in customs revenues of $2.6 million will be reflected in a 
comparable loss in revenues to domestic leather products producers.

Our third reason for opposing H.R. 5228 is that the leather-related products 
sector, and the nation as a whole, face a trade deficit of such mammoth proportions 
that we cannot imagine why the Administration would possibly want to stimulate 
additional imports at this time. An irony of H.R. 5228 is that it is in response partly 
to Japan that the Administration is requesting it—Japan, with which we have a $22 
billion trade deficit and which maintains quotas on imports from the U.S. of leather 
products of our industries. Imports of all leather-related products are increasing as 
never before and currently have import penetration rates ranging from 35 to 85 per 
cent of our market, even at present duty rates.

Last, but not least, with respect to the substantial number of products of our in 
dustries which are classified as textile products, (these leather-related industries 
produce articles of leather, textiles, and plastics), we have an additional and compel 
ling concern, and that is the effect of H.R. 5228 in relation to the provision in Sec 
tion 504 of the Trade Agreements Act of 1979, Snapback of Textile Tariff Reduc 
tions. The snapback, in effect, provides some insurance for the import sensitive 
fiber/textile/apparel product sector if it should lose its protection under the Multi- 
fiber Arrangement, the international agreement on trade in textiles and apparel. 
Section 504 of the Trade Agreements Act of 1979 states:

"[IJf the Arrangement [Multifiber Arrangement] or a substitute arrangement, in 
cluding unilateral import restrictions or bilateral agreements, determined by the 
President to be suitable, ceases to be in effect with respect to the United States 
before the total reduction in the rate of duty for such [textile and apparel] item. . . 
has become effective, then the President shall proclaim the rate of duty in rate 
column numbered 1 for such item existing on January 1, 1975, to be the rate of duty 
effective...." (Emphasis added)

The MFA will expire at the end of July 1986 unless renewed. As the current 
staged rate reduction scheme exists, if the MFA is not extended, the fiber/textile/ 
apparel complex will at least be protected by this provision which snaps back to the 
January 1, 1975 rate, the rates of duties on textiles and apparel. In effect, if H.R. 
5228 is enacted the U.S. Government would be giving up considerable leverage to 
secure renewal of the Multifiber Arrangement (or a substitute arrangement) be 
cause the MFA is set to expire July 31, 1986, after the accelerated staged reduction 
(for most articles) called for in H.R. 5228 will be completed.

In conclusion, the MTN staged reductions were scheduled to be phased in over an 
8-year period for most articles. This schedule was carefully worked out with U.S. 
industries, with labor and with Congress. For many industries this has been a pain 
ful adjustment process. We see absolutely no reason why this process should be ac 
celerated Indeed, it will prove harmful to several of our industries and many 
others. We urge the Subcommittee not to report H.R. 5228 favorably.

TABLE l.-TARIFF AND REVENUE IMPACT OF H.R. 5228 ON CERTAIN WORK GLOVES, LUGGAGE, 
HANDBAG AND PERSONAL LEATHER GOODS (FLAT GOODS) ITEMS

ISUS item
Cumulative Foregone

1983 imports leducloo in lanft leverwes rmd-
(Ihogsands) tale' (percentage 1981-86

points; (thousands)

Work gloves
705.3510 .. .
7053550 .. .
7058300 . ..
705 8600. . .

luggage, handbags, and (la: goods
70604
70606
70609
706.13.
70616 . ..
70619
70621
706.2930 .

S32.800
37.619

5,294

1,695
5.756

46.426
51.162

1,513

2.071

10
4

66

75
10

35
65

135

22

$328
151
349

13
58

162
333

20

46
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TABLE l.-TARIFF AND REVENUE IMPACT OF H.R. 5228 ON CERTAIN WORK GLOVES, LUGGAGE, 
HANDBAG AND PERSONAL LEATHER GOODS (FLAT GOODS) ITEMS-Continued

ISUSrtetn

7062960......................................
70632........................ ..........
70633........................ . . .....
706.34... ............................. ... ..
706.3640.................. .............. ,
7063650....... .. ... ........... ...
706.3680....................... .............
706.4200......................................
706.4300........ .... ..... .......
706.4400......... ..... .... . . .... ..
706.4500................. .. ...... ........
706.4500........... ....... .... ....
7064700. ......... ..... ....

Total..................... ...........

Cumulative Foregone 
1983 imports (eduction m tarill revenues, md- 
(ttous«ids) rate 1 (percentage 1984-26 

pants) (thousands)

.. ... ..... .......... ....... 6,338

.. ..... ....... .. ?... . 5.923

.... ... ....... ...... ........... . 26,099

1.481

.... .. ...... ............ ... .. . . 2,137

..... .... .... ..... ...... 3,137

. .... ...... . ... .. 3,13?
. .. ....... ...... 152

10

395

2.45 

MS .....
125 
37 
30 
3.0 
405

63 

234

639

27 
79 
94 
94 

6

2.602

1 fcsummg mid-year 1984 enactment of H R 5228
* 1 S cents per pound plus
Source US Department of Commerce IM 146 and Economic Consult*ig Services Inc

Chairman GIBBONS. Let's say I want to live up to my commit 
ments and I want our Government to live up to its commitments, 
and I will be happy to review any of the writings about commit 
ments. I realize those writings, those commitments can't always be 
in writing and realize the way that Mr. Strauss had to deal, but I 
do believe that the spirit of it should be lived up to and I will make 
every effort to find out to my own satisfaction what the letter and 
spirit of those commitments are.

I urged him to sit down and work with your coalition in order to 
make sure that you were not treated unfairly. I realize that the 
people that you represent by and large are some of the underpaid 
Americans, compared to other Americans—I don't want to call any 
body underpaid or overpaid—compared to other Americans, they 
are not as well paid as people in other industries that are before us 
seeking to protect their own industry and their own wages.

So, noting the disadvantaged position of the industry and of its 
workers, and noting the disadvantaged high degree of competition, 
I urged Mr. Strauss to work with you all on that and to try to work 
out something, and I will try to live up to that commitment, be 
cause I feel that commitment is not only binding on me as an 
American officeholder, but is certainly binding on me from a moral 
position of having encouraged him to go ahead and work with you 
all on that.

I don't know that I have any specific questions to ask you all 
about this. Certainly I resent as an American the way the Japa 
nese have not responded on these leather matters. It doesn't make 
sense. I am sometimes afraid that we get an industrial policy like 
the Japanese, it will make as little sense as it does there, but I ap 
preciate your bringing these to my attention.

Mr. Frenzel.
Mr. FRENZEL. I have no questions.

30-600 O - 85 - 46
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I thank the witnesses for their testimony and hope that they can 
get progress.

Chairman GIBBONS. Thank you very much.
Mr. CHAIKIN. Thank you.
Chairman GIBBONS. We have a panel of witnesses that are here 

to speak on H.R. 3159, the Kemper Group, a giant industry group 
of the U.S. Chamber of Commerce, and the Customs International 
Bar Association. If they would all come forward, we would appreci 
ate it.
STATEMENT OF JAMES M. GORMAN, VICE PRESIDENT, C.A. SHEA 

& CO., INC., AND MICHAEL F. DINEEN, DIRECTOR OF FEDERAL 
RELATIONS, THE KEMPER GROUP
Mr. GORMAN. Mr. Chairman and subcommittee members, my 

name is James M. German. I am the vice president of C.A. Shea & 
Co., Inc. I appear here today to present a joint statement on behalf 
of C.A. Shea and the Kemper Group. Accompanying me here at the 
witness table today is Michael F. Dineen, who is director of Federal 
relations for the Kemper organization. Both of our companies have 
a substantial stake in the U.S. Customs surety bond market. C.A. 
Shea is a national insurance brokerage firm headquartered in New 
York City which specializes in writing U.S. Customs bonds in all 50 
States. Our principal surety company is American Motorists Insur 
ance Company, one of the principal subsidiaries of the Kemper 
Group.

We appear here today to supplement the written statement 
which Kemper filed with the committee at the time of your initial 
healing on H.R. 3159 at the close of the first session. We are 
strongly supportive of this legislation which would provide that in 
creased duties assessed at the time of liquidation or reliquidation of 
an import are due on such date, and shall incur interest charges if 
not paid within a specified period.

As you know, this bill would also permit the Government to pay 
interest in those instances in which a protest of increased duties is 
found valid. H.R. 3159 would in essence reverse the February 1982 
decision of the U.S. Court of Customs and Patent Appeals in the 
case of U.S. v. Heraeus-Amersil. In our judgment approval of this 
legislation is essential in order to restore order to the Customs 
bond market and to avert the loss of several hundred million dol 
lars in Customs revenues to the Treasury.

In the Heraeus decision the court said that an importer could 
delay payment of increased duties imposed by the Customs Service 
at the time of liquidation until all administrative protest remedies 
had been exhausted. This decision has enabled certain importers 
and sureties to abuse the system by filing frivolous protests simply 
to delay the payment of all increased duties assessed at the time of 
liquidation.

Since the Heraeus decision any importer or surety can defer or 
delay payment of any additional items by filing a protest within 90 
days from the date Customs states the duties are due. Once a pro 
test has been reviewed and rejected, a process which can take a 
year or more, the protesting party has another 180 days to make
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payment to Customs. This in effect amounts to an interest free 
loan. 

The impact of the Heraeus decision can be easily summarized:
1. There has been a sustantial constriction in Customs revenues 

triggered by an increase in the level of frivolous protests filed by 
certain importers and sureties for what we assume are cash flow 
reasons. The Customs Service can provide the committee with up 
to date figures documenting the precise revenue reduction.

2. The Customs Service has been swamped with an enormous 
amount of paperwork—most of it resulting from frivolous protests.

3. Some surety companies have tightened their underwriting 
standards to such an extent that regular importers are finding it 
harder, and in most cases more expensive, to obtain a bond.

4. To the extent that importers are delaying or entirely avoiding 
legitimate Customs duties, many U.S. companies have lost the pro 
tection provided via the system of duties on imported goods.

Within recent weeks we have seen one case which you should 
find very interesting. An importer secured a Customs bond from us 
and commenced bringing goods into the country. As Customs began 
liquidating entries, the importer began filing protests pursuant to 
the HeraeuS'Amersil decision. The importer's bond was in the 
amount of $20,000 and was posted to guarantee the payment of all 
duties. The importer over a period of a few months protested in 
creased duty bills which when totaled were more than $3 million.

This was not an isolated case. There are thousands of importers 
and some sureties doing the same thing. It should be noted that an 
importer can and does in many cases protest bills which in total 
exceed the amount of the bond posted to assure the payment of 
those bills. The amount ranges from a few dollars to millions. Na 
tionally, we estimate the amount exceeds hundreds of millions and 
quite possibly into the billions.

This problem is further exacerbated by the bankruptcy laws. Im 
porters and some sureties who engage in a pattern of protesting 
know that if their protests exceed the bonds posted with the Cus 
toms Service, they can go into bankruptcy which gives them an 
other method by which they can be relieved from the payment of 
duties. The Government then must absorb these losses not covered 
by bonds.

Concern about the payment of Customs obligations by importers 
has led to a situation where that agency has begun engaging in 
agreements with importers to accept payment of obligations over 
an extended period-of time. These agreements with promissory 
notes have given new menaing to the Heraeus decision.

In one particular note the Customs Service has agreed to allow 
the importer to defer payment of additional duties and allow the 
sum due to be paid in 24 equal monthly installments at an interest 
of 7 percent. In this particular instance, all of the additional duties 
were covered by a surety bond and the surety, if presented with the 
bills, would have had an obligation to make immediate payment to 
the Customs Service.

In affirming the decision in the Heraeus case the Court of Cus 
toms and Patent Appeals recognized the possibility that certain im 
porters would abuse the protest procedures thereby receiving inter 
est-free loans from the Federal Government, but the court said
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that it was powerless to address the underlying policy consider 
ations since these are correctly within the purview of the Congress.

There is one suggestion that we should like to make for improv 
ing H.R. 3159. In our judgment, interest should not begin to toll 
until the 45th day following liquidation, as opposed to the 25th day 
as provided in the bill. As a practical matter, most increased duties 
are paid within 30 days from liquidation. Extending the period to 
45 days would grant sureties 15 days to pursue those importers 
that had not met their obligation within the normal 30-day billing 
cycle.

In conclusion, Kemper and C.A. Shea want to urge this subcom 
mittee to act favorably during the current session on H.R. 3159. 
Enactment of the legislation, is in our view, essential to prevent 
further abuse of the U.S. Customs duty protest procedures and 
return order to the surety bond market.

Thank you.
Chairman GIBBONS. Thank you.

STATEMENT OF STEVEN P. KERSNER, COUNSEL, JOINT INDUSTRY
GROUP

Mr. KERSNER. Mr. Chairman, my name is Steven P. Kersner, a 
member of the law firm of Stein, Shostak, Shostak & O'Hara, of 
Washington DC and Los Angeles, CA. My firm has for many years 
specialized in customs and international trade matters.

I appear before the subcommittee today in opposition to H.R. 
3159, on behalf of the Joint Industry Group, a coalition of organiza 
tions which is active in the customs and international trade field.

The Joint Industry Group has worked with the subcommittee on 
numerous customs related issues, including the Customs Procedur 
al Reform and Simplification Act of 1978, and the Customs Valu 
ation Code, and the Trade Agreements Act of 1979. Members of the 
Joint Industry Group have an ongoing interest in the improvement 
of the U.S. Customs system and in procedures whicn encourage the 
continued growth and expansion of international trade.

The Joint Industry Group opposes the enactment of H.R. 3159, a 
bill which would authorize the Customs Service to collect interest 
on duties determined to be due on liquidation or reliquidation, 
unless payment is received by the Customs Service within 25 days 
after the date of liquMation or reliquidation. The enactment of this 
bill would reverse the decisions of the U.S. Court of International 
Trade and the U.S. Court of Appeals for the Federal Circuit—for 
merly the Court of Customs and Patent Appeals—in the case of 
Heraeus-Amersil, Inc. v. United States, 1 U.S. CIT 249, (1984, af 
firmed in United States v. Heraeus-Amersil, Inc., 671 F.2d 1356 
(CAFC, 1982). These decisions held that increased duties assessed 
on liquidation are not due or payable until after the 90-day protest 
period has expired, or if a protest if filed, 180 days after denial of 
the protest by the Customs Service.

We urge that H.R. 3159 not be enacted because it would be a 
hardship to many small businesses and importers in assessing in 
terest on unexpected duty assessments. It is important to empha 
size the procedures which are involved herein. When an entry is
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submitted to the * 3. Customs Service, the Customs collects esti 
mated duties based upon that particular entry.

This bill only addresses subsequent later duty increases. If the 
Customs Service at the time of entry is collecting the duty that 
they think appropriate, the importer deposits the duty they think 
appropriate. The goods are there, then distributed in commerce 
and not readily retrivable by the importer. Weeks, months, or even 
years later, the entry is liquidated. At that time the Customs Serv 
ice may for some reason try to assess the additional duty. We be 
lieve that these extra duty assessments which are unexpected at 
the time of entry provide a hardship on the importers to begin 
with. This hardship is compounded unduly by attempting to assess 
interest on these unexpected duty assessments.

We believe that importers have a legitimate right to disagree 
with these increased duty assessment and they should not be pro 
hibited from attempting to exercise their rights to administrative 
review by having to pay increased duty with interest.

We heard the gentleman from Kemper and Shea Group make 
reference to what he considers frivolous protests and other delay 
tactics done by importers. We think that perhaps before further 
consideration be given to this bill, there should be additional re 
search an statistical gathering by the Customs Service to see if that 
is in fact realty the case rather than just an allegation.

We also heard the gentleman say that most duties are paid 
within 30 days, which in fact refutes the entire necessity for this 
bill. In fact, the only available Customs statistics reveal that close 
to 90 percent of all Customs increased duty bills are paid within 60 
days. So for those reasons, we question the necessity of this bill.

Thank you.
[The prepared statement follows:]

STATEMENT OF THE JOINT INDUSTRY GROUP
Good morning Mr. Chairman. My name is Steven P. Kersner, a member of the 

law firm of Stein Shostak Shostak & O'Hara, of Washington, D.C. and Los Angeles, 
California. My firm has for many years specialized in Customs and international 
trade matters.

I appear before the Subcommittee today in opposition to H.R. 3159, on behalf of 
the Joint Industry Group, a coalitior of organizations which is active in the Customs 
and international trade field. (Attached hereto as Exhibit A is a list of the organiza 
tions which comprise the Joint Industry Group and are in opposition to H.R. 3159.)

The Joint Industry Group has worked with the Subcommittee on numerous cus 
toms-related issues, including the Customs Procedural Reform and Simplification 
Act of 1978, and the Customs Valuation Cede, and the Trade Agreements Act of 
1979. Members of the Joint Industry Group have an on-going interest in the im 
provement of the U.S. customs system and in procedures which encourage the con 
tinued growth and expansion of international trade.

The Joint Industry Group opposes the enactment of H.R. 3159, a Bill which would 
authorize the Customs Service to collect interest on duties determined to be due on 
liquidation or reliquidation, unless payment is received by the Customs Service 
within 25 days after the date of liquidation or reliquidation. The enactment of this 
bill would reverse the decisions of the U.S. Court of International Trade and the 
U.S. Court of Appeals fr* the Federal Circuit (formerly the Court of Customs and 
Patent Appeals) in the case of Heraeus-Amersil, Inc. v. United States, 1 U.S. CIT 
249, (1981, affirmed in Un'ted States v. Heraeus-Amersil, Inc., 671 F.2d 1356 (CAFC, 
1982). These decisions hem that increased duties assessed on liquidation are not due 
or payable until after the 90-day protest period has expired, or if a protest is filed, 
180 days after denial of the protest by the Customs Service.
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We urge that H R 31f>9 not be enacted because it would reverse the carefully con 

sidered decisions of these courts which permit delayed payment of supplemental 
customs duties assessed on liquidation of entries.

It is important to emphasize that duties due on liquidation or -elicwidation are 
extra, unexpected duty assessments in addition to estimated dutie. »• juired to be 
deposited at the time of entry of imported merchandise. These duties are imposed 
long after the merchandise has gone to consumption. Further, these extra, unex 
pected duty assessments should not be subjected to interest payments.

Importers in disagreement with increased duty assessments should be permitted 
to exercise their rights to administrative review before having to pay increased 
duties assessed on liquidation Payment of these assessments could put an importer 
out of business. Requiring payment of duties billed, which ultimately may be can 
celled on administrative review, imposes a severe hardship on importers, especially 
small business.

Further, duty bills provided by the Customs Service give inadequate information 
to warrant payment of the amounts being assessed. Information regarding the basis 
of the assessment must first be obtained from examination of the official entry 
papers on file with Customs at the specific port of entry. H.R. 3159 provides that 
duty must be paid within 25 days after the date of liquidation. This 25-day period is 
totally inadequate. It does not allow enough time for receipt of the bill by the im 
porter, ascertainment of the basis of the bill, and transmittal of the payment of 
duties. This is particularly true when importers are not residents of the specific port 
of entry which is involved.

We also object to the retroactive feature in Section 1 of H.R. 3159 because it is 
inconsistent with the prospective effective date of Section 2. This inconsistency 
would authorize payment of interest on refunds, but only on refunds of increased 
duties assessed on liquidation or reliquidation.

We also object to enactment of this Bill because the interest rates which the Gov 
ernment will be paying on refunds of duties collecting on extra duties, are complete 
ly out of line .vith commercial interest rates. These interest rates (20% January 
through June 1983; 16% July through December 1983; 11% in 1984, compounded 
daily) would impose severe hardship on importers, and the hardship is not offset by 
paying interest on refunds. We also object, as taxpayers, to the Government making 
interest payments on refu ids which are totally out of line with commercial interest 
rates.

Finally, before this Bill should be adopted more adequate statistics should be pro 
vided by the Customs Service regarding the number of increased duty bills per year, 
the number of protests filed, the protests allowed, and the time within which in 
creased duties were paid, on an annual basis, so that a more meaningful analysis 
can be made of the need for this legislation.

The Joint Industry Group greatly appreciates the opportunity to appear before 
the Subcommittee and hopes that the concerns expressed herein will be useful and 
will receive careful consideration of the Subcommittee and its staff.

MEMBERS OF JOINT INDUSTRY GROUP

Air Transport Association of America; American Electronics Association; Ameri 
can Association of Exporters and Importers; American Retail Federation; American 
Paper Institute; Chamber of Commerce of the United States; Cigar Association of 
America; Computer and Business Equipment Manufacturers Association; Council of 
American Flag Ship Operators; Electronics Industries Association; Foreign Trade 
Association of Southern California; Imported Hardwood Products Association; Inter 
national Commerce Committee, Los Angeles Area Chamber of Commerce; Motor Ve 
hicle Manufacturers Association; National Association of Photo Manufacturers; Na 
tional Committee on International Trade Documentation; The Scientific Apparatus 
Makers, Association; and U.S. Council for International Business.

STATEMENT OF RICHARD C. KING, MEMBER, ADMINISTRATIVE 
PRACTICE COMMITTEE, CUSTOMS & INTERNATIONAL TRADE 
BAR ASSOCI. TION
Mr. KING. My name is Richard King and I am here as a member 

of the Administrative Practice Committee of the Customs & Inter 
national Trade Bar Association of New York City.

The association is a national bar association whose members 
practice throughout the United States primarily in the area of Cus-
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toms and international trade law. Our members represent clients 
before the U.S. Customs Service as well as before the courts and 
allegations dealing with that trade.

We welcome the opportunity to express our views today on H.K. 
3159, the bill entitled a bill to require that Customs duties deter 
mined to be due upon liquidation or reliquidation due upon that 
date and for other purposes.

The second one relates to the time when the duties are to be due 
and payable, and section 2 relates to the payment of interest by the 
Government on moneys which are paid as increased duties, and 
which are then subsequently refunded under any one of a number 
of procedures either administratively or in the court.

Mr. Kersner, I believe, has a ceiling through the entry and liqui 
dation process, so I won't duplicate that but I think to repeat a 
statement that he made, most imports are by established compa 
nies, import the same or similar products year after year, the mer 
chandise is entered the same way, normally liquidated the same 
way, no bills resulting.

But sometimes there is a new product, sometimes there are new 
facts, sometimes there are new customers, personnel who may 
differ in their opinions as to what other people have done or a 
change in the law, and therefore, liquidation may occur with an in 
crease.

The proposed amendment was prompted by the decision of the 
U.S. Court of Customs and Patent Appeals affirming the Court of 
International Trade decision in the case of Heraeus-Amersil. I am 
familiar with this decision. I litigated the case both below and de 
fended the decision on appeal. Under it, increased duties which 
were determined on liquidation to be due, were held not to be due 
and payable until either the 90-day protest period—time within 
which party foi administrative review could be filed or if one was 
filed, until that protest had been denied and the time for filing 
summons in the Court of International Trade had expired.

It is required that if a summons is filed that duties be paid prior 
to that filing so that takes care of that. If the protest were ap 
proved, there would not have to be any duties paid so that takes 
care of that. The only thing we are really concerned with is the 
case where the importer disagrees, files a protest, and Customs con 
tinued to disagree through the administrative level.

This is not a bill to correct an oversight in the law to realign an 
anomaly that has occurred, it is to reverse the action of Congress 
in 1930 when they determined contrary to the state of law prior to 
that time that increased duties should not be paid pending admin 
istrative review of the importer's claim. Prior to the 1930 Tariff 
Act, the importer had to pay his duties before he could file a pro 
test. Congress determined it is unreasonable to determine that the 
man put up the money. He may well have a legitimate claim and 
have this money tied up while the protest is pending.

The bill as presently drafted provides for the payment of such in 
creases within 25 days. We believe this is unreasonable for a 
number of reasons. Twenty-five days is a very short period of time 
for payment of any bills. Any businessman I am sure most likely 
takes the full 30 days if not longer. In this situation, with regard to 
Customs increased duties, it disregards certain factors which exist
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currently. The entries on which these increased duties are based 
are commonly not available immediately after liquidation. In New 
York they are currently being made available, and again, this is 
not all entries, some 30 weeks after liquidation.

Bills may not be received, may not be mailed promptly. If they 
are received, often in a large corporation they have to go through 
many levels before they can be verified, approved for payment. 
There may be legitimate disputes as to the correctness of the 
amounts.

There are mistakes. A client very recently in Boston misplaced a 
decimal resulting in a bill for $120,000 instead of $1,200 and Cus 
toms took the position you have to pay that. The Assistant Region 
al Commissioner of Finance on the stand said if there was a mis 
take and the bill was issued for $10,000 instead of $100, he would 
make every effort to collect the bill. We don't think that is reason 
able. If you ran a company and you received a bill from a supplier 
that was out of line from»a bill you had received earlier from the 
same service, I am sure you would have questions and I doubt you 
would tell your controller to go ahead and pay until you got some 
answers. Currently, it is very hard to get those answers from Cus 
toms within anywhere near 25 days.

Now, the bar position is summarized in our written statement. I 
won't go into it in any too much detail. We take a position on sec 
tion l(a) which would make increased duties upon liquidation or re- 
liquidation. We propose that such duties should be not paid until 
administrative review of the claim that they are incorrect has been 
conducted.

Second, we make a recommendation that the bill be amended to 
make it clear if interest is assessed as proposed that any amount of 
assessed interest as a result of late payment of increased duties 
should be included in the amount refunded if the underlying claim 
is approved. The legislation does not make that clear.

Third, we are opposed to the retroactive effect proposed in sec 
tion l(b) and propose an alternative. If enactf " it should apply with 
respect to entries made on or after the effective date. This is 
common in tariff law, as Mr. Kersner has said, the trade is such 
that importers have to make provisions a long time in advance. 
They sell their goods, it is very difficult to go back after the fact 
and resurrect these things.

The fourth point, we proposed that if payment of interest, if the 
law is enacted, payment of interest is provided, that that provision 
for interest should also apply to excess duties deposited on entry. If 
there are increases it is very clear that the amount is issue, but 
entry the amount is often issue because of Customs procedure, Cus 
toms would require that the merchandise be entered a certain way, 
require that duties far in excess of what importers believe are rea 
sonable should be deposited. And under your provision you would 
not allow the importer interest on those amounts which may be 
tied up for 3 or 4 years before Customs liquidates the entry.

In summary, our position is the importer has a statutory right to 
administrative review. He should be given the opportunity to ex 
haust that review before he is required to pay increased duties.

Once the protest is filed, which has to be within 90 days current 
ly, and is often done much sooner, any delays are totally within the
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control of Customs. If they take 2 years to act on a protest that is 
not within the control of the importer. He can request accelerated 
disposition. What this does is automatically result in denial of his 
protest, so he is similarly denied administrative review.

We would assume that if the Court of Customs eventually con 
cludes that the importer's intended to refund the interest on the 
late payment, it would also be refunded again. We think this 
should be pointed out in the bill.

Based on my personal experience and on logic, most protests do 
not involve increased duties. The numbers that we have seen from 
Customs on protests contained in our written statement for 1981, 
as compared to 1982, indicate an increase of protests on a tenth of 
a percent of the entries liquidated. That is not all though, it repre 
sents approximately 12 percent increase in the number of protests 
filed. There was an increased number filed during the same period.

There does not appear to be a flood of protests utilized by import 
ers or sureties to avoid the payment of increased duties. We just 
don't think that the concerns raised by the Customs Service are 
valid. There has not been a substantial increase in the number of 
protests filed. Customs cannot tell us what the number of those 
protests are approved as compared to denied.

There should be no hampering of Customs' ability to respond to 
protests. As we said, there has not been this flood that they would 
raise fears of and there is certainly no increased number of actions 
in the Court of International Trade filed as a result of it, because 
by the time those actions are filed the increased duties have to be 
paid in any event. It does not make any sense to stall payments of 
duties by frivolous protests and then pay the money to file a sum 
mons, secure the services of a lawyer to proceed in that court on 
something which has no basis. The only cases which will go to 
court are those which are legitimate claims on which the importer 
and Customs still digress after the filing of a protest.

So for that reason, we oppose the provision that these increased 
duties be required to be paid prior to full exhaustion of the admin 
istrative remedies, as Congress had enacted in 1930.

Thank you.
[The prepared statement follows:]
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STATEMENT OF RICHARD C. KING, MEMBER, ADMINISTRATIVE PRACTICE COMMITTEE, 

THE CUSTOMS & INTERNATIONAL TRADE BAR ASSOCIATION

-1-

IMTRODUCT1ON

\ 
This statement is presented on behalf of the Customs and International

Trade Bar Association (CITBA), a national bar association whose members practice 

throughout the United States primarily in the area of customs and international trade 

law. Our members represent clients before the United States Customs Service, both in 

Washington and at ports throughout the United States, the Department of Commerce, 

the International Trade Commission, the United States Court of International Trade, and 

the United States Court, of Appeals for the Federal Circuit. Oiie of our common 

interests is the fair and effective administration of the laws related to importing and 

exporting. The Association was organized in 1919 as the "Association of the Customs 

Bar. 11 In 1981, its name was changed to the Customs and International Trade Bar 

Association, following the change in name of the United States Customs Court to the 

United States Court of International Trade and consistent with the evolution of the 

practice of its members from the relatively narrow scope of U.S. customs matters to 

the broader range of issues related to international trade. We welcome the opportunity 

to express our views on H.R. 3159.

SUMMARY OP H.R. 31S9

H.R. 3159, entitled "A Bill to require that customs duties determined to 

be due upon a liquidation or reliquidation are due upon that date, and for other purposes," 

may be broken into two sections. Section 1 relates to the time when duties are to be 

due and payable, and Section 2 relates to the payment of interest by the Government 

on monies which are paid as increased duties and subsequently refunded Specifically, 

under Section l(a), Section 505 of the Tariff Act of 1930 (19 U.S.C. 5 1505) would be 

amended by adding a new subsection (c) which would provide that duties determined to 

be due upon liquidation or reliquidation shall be due on the date of that liquidation or
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reliquidation, and if payment is not received by Customs within 25 days after that date, 

payment shall be considered delinquent and the importer will be assessed interest from 

the date of liquidation or reliquidation. Under Section l(b), the amendment is to take 

effect on the 30th day after the date of enactment, but, for purposes of applying the 

amendment with respect to liquidations and reliquidations made before such 30th day, 

and with respect to which the duties due thereon have not been paid, the liquidation 

and reliquidations shall be deemed to have been made on such 30th day. Thus, if an 

entry has been liquidated or reliquidated prior to the effective date of the law, and 

duties have not been paid, the duties would be due on the effective date cf the law, and 

if not paid within 25 days thereof would be subject to the assessment of interest.

Under Section 2(a), Section 520 of the Tariff Act of 1930 (19 U.S.C. 

$ IS 20) would be amended by adding a new subsection (d) which would provide that if 

an entry is reliquidated pursuant to a protest, or an application for relief under section 

520(cXD or by court order, interest shall be paid on any amount which has been paid 

as increased or additional duties under section 505(c). The interest rate shall be 

calculated from the date of payment of the increase, and the rate will be the same as 

the rate of interest determined applicable to late payments under section 505(c) and 

in effect at the time of liquidation or reliquidation of the entry in question.

The proposed amendment was prompted by the decision of the United States 

Court of Customs and Patent Appeals (now the United States Court of Appeals for the 

Federal Circuit) upholding a decision of the Court of international Trade in the case 

of United States v. Heraeus-Amersil. Inc. Under that decision, increased duties which 

were determined on liquidation were held not to be due and payable until either (1) the 

90-day protest period provided for in 19 U.S.C. 5 1514(cX2) has expired without the 

filing of a protest, or (2) if a protest has been filed and denied, when the time to appeal 

to the Court of International Trade under 28 U.S.C. 5 1581(a) has expired.
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SUMMARY OF POSITION

The CITBA position is summarized as follows:

1. We oppose Section l(a) which would make increased duties due upon 
liquidation or reliquidation. We propose, as an alternative, that 
duties should not be due until after customs has rendered a final 
decision on a protest, or the protest period has expired

2. We recommend that it be made clear that any amount assessed as 
interest as a result of late payment of increased duties is to be 
included in any amount returned to the importer if duties are 
eventually refunded

3. We oppose the retroactive effect provided for in Section Kb) and 
propose that the law should apply with respect to entries made on 
or after the effective date.

4. We support Section 2(a) which provides for the payment of interest 
on any repayment of increased duties. We propose, also, that 
interest should be paid on refunds of duty deposits.

5. The concerns raised by the Customs Service as a result of the 
Heraeus decision will be eliminated under the CITBA proposal.

The changes proposed in paragraphs 1, 3 and 4, above, appear in brackets 

in a copy of H.R. 3159 which is attached hereto as Appendix 1. The language to be 

removed has been lined out. The proposal covered by paragraph 2, above, has been 

added as Section 3 to H.R. 3159.

BASE OP POSITION

L The importer hai a statutory right to adainistrathre review and should be 
given an opportunity to exhaust the adminiatratiTg process before being 
required to pay inarmed duties. ———————— •

At the time that merchandise is entered into the United States, the District 

Director has the discretion to determine the appropriate amount of duties to be deposited 

(See. 19 U.S.C. 5 1505(a); 19 C.F.R. 141.103.) If the importer disagrees with the deposit
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required by Customs, he must nevertheless deposit the estimated duties or his goods 

will not be released. While the primary issue which is the subject of the proposed 

legislation does not relate directly to the duties deposited at entry, but rather to duty 

increases found to be due when the entry is liquidated or reliquidated, it is important 

to note that it is Customs, and not the importer, that controls the initial deposit of 

estimated duties.

Having deposited duties which were considered sufficient at the time of 

entry, the importer is ultimately sent a "liquidation notice" which reflects the final 

computation and ascertainment of duties by the Customs Service with respect to the 

particular entry. The decision of the customs officer is final and conclusive unless a 

protest is filed or unless a civil action contesting the denial of a protest is commenced 

in the United States Court of International Trade (19 U.&C. 5 1514(a)). If a protest is 

not filed, the decision becomes final 90 days after liquidation. 1 However, if a valid 

protest is filed, the "finality" of liquidation is suspended and the importer is given the 

opportunity to present matters of fact and law to support a reversal of the original 

customs decision. During the same 90-day period, Customs can sua sponte reverse itself 

and reliquidate the entry at a higher rate or value and demand additional duties or reach 

a lower rate or value and refund any excessive duties. This procedure obviously 

recognizes the value of administrative review, intended for the benefit of both Customs 

and the importer. It also recognizes the possibility that a decision originally made by 

the customs officer will be reversed, it is inconsistent with this procedure to require 

payment of increased duties during the period within which the customs decision may 

be challenged and the original decision reversed. Stated otherwise, the suspension of 

finality should also suspend the obligation to pay until action is taken upon the protest, 

or the period to protest expires.

1. In the case of a clerical error, mistake of fact or other iradvertance not amounting 
to an error in the construction of law, a challenge may be raised up to one year
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•) Heriew of the pcotert. The customs officer enjoys a presumption of 

correctness with respect to the decision which he has made and the burden is on the 

protesting party (generally the importer of record) to establish that Customs' decision 

is incorrect and that the claimed position is correct. (See, e.g., United States v. Perez, 

464 F. 2d 1043, 59 CCPA 190 (1972).)

A brief summary of the procedure involving the filing and reviewing of a 

protest is appropriate. The protest itself is a rather simple document, wherein the 

importer briefly describes the decision being protested, the claim of the protesting 

party, and the factual and legal arguments in support of the protest. As long as the 

protest contains these elements, no rigid form need be followed. 2 Generally, the protest 

is delivered to the Protest Section in the customhouse and then to the import specialist 

for his review and decision. In effect, the import specialist who made the original 

decision which resulted in the increased duties now has the opportunity to review that 

decision in light of additional facts and/or law provided by the importer. Since each 

import specialist handles only certain lines of merchandise, and since the protest is 

directed to the import specialist who made the decision which is being challenged, it 

is fair to say that the import specialist generally is familiar with the merchandise, the 

legal issues involved, and the facts in the particular case. The burden is not on the 

import specialist to justify his original decision. Rather, as noted earlier, his decision 

is presumptively correct and must be overcome by the importer's evidence.

The protest may address any number of factors. Frequently, the original 

decision of the import specialist may have been based on an incomplete set of facts. 

For example, the import specialist may not have had adequate information on the 

component material of an article, or its specifications, or its intended use, or the

(cont.)
after liquidation (19 U.S.C. 5 1520(cXD). 

2. A representative standard form (Customs Form 19) available from the Customs
Service is attached to this statement as Appendix 2.
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purpose of a certain feature of the merchandise, all of which can affect its tariff 

classification. Or, information as to the pricing of the article may have been needed, 

thus affecting its dutiable value. In other cases, a ruling of which the import specialist 

was unaware may be brought to his attention. Such cases are relatively simple to 

resolve and, when the facts are fully explained, the protest may be granted Sometimes
'"V'-'. ., , ..

a case will involve a close question which requires a detailed explanation of the facts 

and law, with discussion of appropriate administrative and judicial authorities. Such 

protests are generally supported by a detailed memorandum filed by the importer or his 

counsel

In reviewing the case, the import specialist will review any data submitted 

in support of the importer's claim. If the importer submits nothing more than a legal 

conclusion without supporting facts and/or law, he cannot expect the import specialist 

to look beyond the four corners of the protest and to receive more than perfunctory 

review and denial.3 Such action would be consistent with the proposition that the 

burden rests on the importer to justify the correctness of his position.

b) Poarible delayi in the protest procedure. Once the protest and any 

supporting memoranda are filed, the matter is out of the hands of the importer and 

within the sole jurisdiction of the Customs Service. If delays occur with respect to 

the review of the protest, the importer should not be responsible since he cannot control 

the delay. It' is not uncommon to encounter rather significant delays in the review of 

protests within the Customs Service, and we submit that these delays could be reduced if 

a conscious effort were made to do so. When the protest is filed, it is held by the 

protest section until the expiration of the full 90-day period Thus, if a

When an issue is raised which covers several entries of the same merchandise, 
liquidated on various dates, one protest generally will be supported by the detailed 
factual and legal discussion with the subsequent protest merely referring to or 
incorporating by reference the detailed presentation. The import specialist 
reserves judgment on these protests until he has reviewed the detailed arguments, 
and then grants or denies all protests accordingly.
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protest is filed 30 days after liquidation, it will remain in the protest section at least 

another 60 days before being directed to the import specialist. It is our understanding 

that the reason for so holding the protests is so that if the protest is amended during 

this period, the amendment can be combined with the initial protest. (It is also our 

understanding that very few protests are amended after filing.) At the expiration of 

the 90 days, the protest and the related entry documents are forwarded to the import 

specialist. This is a clerical task. When the import specialist receives the document, 

he must review the points of fact and law raised by the importer and render his decision. 

The decision is not in the form of a letter to the importer, but rather a copy of the 

protest is returned with the "Customs Decision on Protest" indicated by a check mark 

in one of the four boxes in section 14A of the protest. (See Appendix 2) Thus, if 

the import specialist does not receive the information required, he merely has to check 

the box indicating the protest has been denied. It is difficult to see why there should 

be any significant time expended in this decision process. The import specialist is, 

assumably, acquainted with the law and facts related to the issue in question. He must 

be given specific facts and law by the importer in support of his claim. If he does 

not receive those facts and law, he will deny the claim. Once a claim has been granted 

or denied with respect to one protest, all other protests covering the same issue can 

be summarily granted or denied by a clerical member of the import specialist's team. 

If there are delays in this process, the importer should not be made to suffer by the 

requirement to pay the increased duties pending Customs' decision on the protest

At first glance, one might suggest that an importer is not disadvantaged 

if he is required to pay prior to a decision on the protest in view of the fact that he is 

able to receive interest on the money from the date of payment. This suggestion is 

troublesome for two reasons. First, it seems to be inconsistent with tha general 

"exhaustion of remedies" principle under which a party must pursue his administrative 

relief prior to commencing court action. Certain administrative machinery has been put
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in place so that an importer can suspend the finality of the administrative decision and 

legitimately challenge the customs action, and if the decision is thereby rendered "not 

final," there should be no obligation to pay until a final administrative decision is 

rendered. Even more critical, however, is the possible injury to an importing company 

who is precipitously faced with unexpectedly high duty bills, particularly when it had 

no reason to anticipate the increased duties. Generally, a company anticipates its duty 

liability at the time of entry based on its knowledge of the product and the estimated 

duties required with the entry and prices the merchandise accordingly. The later 

assessment of a substantial duty increase on a small company that did not expect the 

increase can cause financial hardship and may threaten the company's very existence. 

While we recognize that an importer must ultimately pay the duty liabilities which it 

owes, we suggest that in vie* of the administrative machinery available by the protest 

procedure, the importer should be given the opportunity to present his case and, as 

frequently happens, satisfy Customs that the original entry was correct and that duties 

are not owing.

Cur proposal would give the importer the full opportunity for administrative 

review. If, at the end of that review, the protest is denied, the importer would have 

to pay within 30 days of denial. This proposal would, on the one hand, remove the need 

to pay before the administrative remedies were exhausted, but would prevent the importer 

from withholding payment during the period running from 30 days after denial until the 

action is filed in court (which can presently be done under the Heraeus decision). In 

effect, the 180-day "free" period which the importer presently enjoys under the Heraeus 

decision, running from the date of denial of the protest to the date of filing of the 

summons, would be shrunk to a mere 30 days. We suggest thct this proposal is fair to 

the importer and fair to the Customs Service. Any extensiv delay between the time 

that the protest is filed and the time that it is decided and, for the sake of discussion, 

denied, would be delay resulting from Customs' action and outside of the control of the

30-600 0-85-47
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importer. It is unreasonable to penalize the importer for this delay. The solution to 

such delays should not be sought by requiring the importer to pay the increased duties 

sooner; the solution should be sought through improved procedures within the Customs 

Service, and specifically in expediting the handling of protests, which would remove 

the cause of this delay.

*• If Intemt b tmtmeA •pimt the importer beeaiae the payment of inereaied 
duties ii late, the interest M well •• the ****** *ouM be refunded if 
tte importer preralli on the protest or by judicial deciiioiU

We would assume that if Customs or the Court eventually concludes that 

the importer is entitled to a refund of the increased duties, a refund of interest assessed 

for late payment of the increase also would be refunded. However, this is not clear 

from the proposed bill and should be addressed. An amendment of 19 U.S.C. 5 lS15(a), 

which is directed to refunds, would make it clear that any amount paid as interest for 

the late payment of duties would also be refunded with the duties which are refunded.

3. The law rt>oukl not be applied retroactively.

Under section l(b), the proposed amendment would become effective 30 

days after the date of enactment. Entries which had been liquidated before the effective 

date, but as to which duties are unpaid on that date, will be deemed to have been

liquidated on the effective date. This provision is difficult to justify. In effect,«-.
importers who have received duty increases for entries liquidated since April 1981, and 

who have been legitimately seeking administrative relief and have deferred payment in 

accordance with the law enunciated by the Customs Court, will now have to pay over 

two and a half years of duty bills on a single day. Some companies, of course, will 

have the cash to make these payments, but as to many others, the obligation to produce 

such substantial sums of cash will be burdensome, if not impossible. One might suggest 

that such importers would eventually have to produce the same amount of cash under 

the present law or even under the CITBA proposal. The difference, however, is that
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neither the present law nor the C1TBA proposal will require payment for all the entries 

on one date. Under the present law, duties must be paid by the time a summons is filed 

to commence an action in the Court of International Trade. The summonses are tied 

to protests which have been denied on various dates. Thus, summonses are staggered 

and payment of increases are staggered. The same effect is produced by the CITBA 

proposal; entries are covered by different protests which would be denied on different 

dates. Payments of increased duties would thus be staggered Under the proposed bill, 

the burden of requiring payment of bills on a single date when they have accumulated 

over a period of two and a half years or more would create chaos for a large portion of 

the irr port ing community. No legitimate reason supports such a proposal and, therefore, 

any dill which may be passed on this subject should not be applied retroactively. It 

should aoply only to entries made, or withdrawn from warehouse, for consumption on 

or aftoi- its effective date. Such language is routine in legislation directed .0 imports.

4 Payment of interest OB duty increases which are subsequently refunded fa

Whether increased duties are paid 25 days after liquidation, as under the 

proposed bill, o.~ following denial of a protest, as under the CITBA proposal, the Customs 

Service will have the benefit of the payment and the importer will be deprived of the 

money until the customs decision is overturned A decision overturning the assessment 

would indicate, in effect, that the Customs Service never was entitled to the money. It 

is appropriate in such circumstances to return th< increase with interest.

As indicated earlier, the District Director at each port has the discretion 

to determine the duties to be deposited at entry. If the deposit is eventually found to 

be excessive upon the filing of a protest, a refund is forthcoming. It would be 

appropriate to include interest on such refund since the importer was deprived the use 

of the money during the period that it was held by Customs.
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5. The concern* raiiad by the CuatoM Service will be eliminated under the 
C1TBA proposal.

In discussing this subject with the Customs Service, we have learned that 

Customs has several concerns as a result of the Heraeus decision which it seeks to 

correct by the proposed legislation. We suggest that the CITBA proposal, coupled with 

a realistic and reasonable effort by the Customs Service in handling protests, should 

eliminate Customs' apprehensions without imposing undue burdens on importers.

a) Substantial increase in the number of protests filed It has been 

suggested that Heraeus will be a vehicle for importers to improve their cash flow by 

enabling them to withhold the payment of duties during the initial 90-day protest period, 

plus the period during which the protest is pending, plus the 180-day period following 

denial and prior to the time within which a court action must be filed Customs has 

indicated that, in effect, it is good business practice for an importer to protest every 

entry and thai this has led to the filing of frivolous protests. 4 For purposes of this 

discussion, we should consider three separate time periods:

4. Preliminarily, we must question the fundamental premise that a significant number 
of "frivolous" protests have been filed since the decision in Heraeus AmersiL 
The case was decided by the United States Customs Court in April 1981. 
Therefore, it would be expected, according to Customs' premise, that there have 
been a significant number of meritless protests filed since that date. According 
to figures supplied by the United States Customs Service in a letter dated 
October 25, 1983 to the Chairman of CITBA's Administrative Practice Committee 
(ADM-3-CO:T:D:EHG), protests for fiscal year 1980 amounted to 35,830, while 
protests filed in 1982 amounted to 40,102. During the same two periods, the 
number of entries liquidated increased from 4,635,974 for FY 1980 to 4,894,427 
for FY 1982. In effect, .07% of the entries which were liquidated in FY 1980 
were protested, and .08% of the entries liquidated in 1982 were protested. This 
relatively small increase is hardly dramatic. In addition, Customs indicated in 
the same letter that they do not maintain statistics to show the number of 
protests granted and denied. Thus, we cannot tell whether the increased protests 
were ever denied, much less whether they were frivolous. We must question, 
therefore, the basis for the suggestion that there has been and will be a dramatic 
increase in the number of frivolous protests.



729

1) the first 90 days

2) the indefinite -period during which the protest 
remains within Customs' jurisdiction

3) the 180-day period following denial

With respect to the first 90-day period, the statute recognizes that this is 

a reasonable period within which the importer should be able to develop and present 

information which would be a basis for Customs to review and reverse its decision. 

The initial decision is not final during this period. We question the procedure presently 

followed by the Customs Service to retain all protests in the Protest Section of the 

customhouse during the initial 90-day period on the likelihood that an importer may 

seek to amend the protest In our experience, amendments rarely occur. Thus, if an 

importer protests an entry prior to the expiration of the 90-day period, Le., on the 

60th day, the protest should be routed to the import specialist at least for preliminary 

consideration. There is no need for Customs to delay review until the expiration of 

the initial 90-day period. 5

With respect to the second period, i.e. after the importer has filed his 

protest and before the customs officer has ruled thereon, Customs has control over the 

extent of any delay. If the Customs Service seeks to reduce the attractiveness to an 

importer of filing protests merely in order to receive cash flow benefits during this 

period, it should act more promptly on the protests which have been filed. It is likely 

that the importer gets more "benefit" out of the delay during this stage of the proceeding 

than out of the initial 90-day period As explained earlier, the importer has the burden

5. Another reason for awaiting the expiration of the 90-day period may be the 
concern that a broker or surety may file a protest against the same entry. This 
possibility should not prevent the Service from at least sending the importer's 
protest to the import specialist for his initial review. If the surety or broker 
does file a protest, the import specialist can consolidate it with the importer's 
protest. If there is not a second protest filed by the end of the 90-day period, 
the import specialist can finalize his decision on the protest which he has 
reviewed We would expect that multiple parties file a protest against an entry 
in only a relatively few number of cases.
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to establish his claim and the import specialist has the expertise to evaluate the evidence 

and to distinguish the legitimate from the frivolous protest. If the protests are promptly 

referred to and reviewed by the import specialist, and those which are clearly meritless 

are denied, importers seeking to file frivolous protests will quickly learn that there is 

no particular benefit obtained by filing such protests. In effect, Customs can effectively 

remove any incentive to file frivolous protests by making it clear that these protests 

will be promptly reviewed, detected and denied. The importer who has a serious protest, 

supported by appropriate legal and factual documentation, will not be prejudiced.

The third "free" period, Le. the 180 days between the denial of the protest 

and the obligation to file in court, will be reduced to a mere 30 days. Thus, rather 

than having 180 days from denial of protest to pay under our proposal, any party who 

has protested and received an adverse decision will have to pay within 30 days or incur 

interest.

b. Baapering the ability of Customs to napond to protects. As noted 

above, if the initial "waiting period" within the Customs Service is minimized, the 

Customs Service diligently addresses protests as received, and the 180-day period is 

reduced to 30 days, there is every likelihood that there will be no attraction to filing 

protests merely to have the use of the duty increase money during this period. Thus, it 

is fair to assume that there will not be any significant growth in the number of protests 

filed. Customs will be able to review the protests, and dismiss those whict. are without 

merit without being hampered in its ability to fully consider a supportable protest. 

There should be no likelihood that legitimate protests will not be properly reviewed 

within the two-year period provided for in 19 U.S.C. 5 1515(a).

o. Increased tu.abers of action* in the Court of International Trade. 

Since the legitimate protests will be able to be fully reviewed and will not tie summarily 

dismissed at the administrative level, protests which have been properly supported at 

the administrative level will be granted, and there will be no need to commence an
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action in the Court of International Trade. Thus, there will not be an increase in 

cases before the Court.

d Impact upon the collection of custom duties. Since our proposal 

removes any incentive to file the "frivolous" protests, the volume of protests is not 

likely to be significantly greater than in the past. Concededly, the increased duties 

on entries not protested which would be collectable 25 days after liquidation under the 

proposed law will not be collectable for 90 days under our proposal, i.e. at the end of 

the 90-day period within which to file a piotest. With respect to entries which are 

protested, the extent to which the delays occur beyond the 90-day period are under 

the control of the Customs Service and not the importer. While our proposal will result 

in a greater extension of the collection period than would exist under the proposed law, 

it will be substantially less than the period for collection under the Heraeus decision. 

We suggest that this will not have any significant impact on the ability of Customs to 

collect revenues or on the amount of revenues collected.

In effect, the concerns registered by Customs are based in large part on 

the apprehension that under the Heraeus decision the number of protests will continue 

to grow and Customs will be substantially delayed in responding to them. As indicated, 

under the CITBA proposal, the number of protests will not grow and Customs will have 

ample time to review the legitimate protests. To suggest that Customs will become 

mired in protests, and that the solution is to require the importer to pay increased 

duties long before he has exhausted his administrative remedies, is to fail to place 

responsibility where it properly should be placed
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We appreciate having the opportunity to provide our views on this important 

legislation. If there are any questions concerning our position, we will make ourselves 

available to confer with subcommittee staff members and provide whatever additional 

information may be helpfuL
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APPENDIX 1

98TH CONGRESS H. R,
To require ttiii easterns duties determined te be due upon * Equidition or 

* due upon that date, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES
MAT 26,1983

Mr. Groom (by request) introduced Ike IbDowinf WU; which wu referred to the 
Committee M W»jrs cad Means

A BILL
To require that customs duties determined to be due upon a

„ ., . .. ,, . , .[after,a protest fes been filed and 
Equidation or refiquidation are dueaipea thai •»>•> and for
daoied, or a£tec the time to file aforotest has expirai,] otner purposes.

1 Be il enacted by tht Senate and House of Rtpreaenta-

2 live* of the United Stale* of America in Congress assembled, 

B That (a) section 505 of the Tariff Act of 1930 (19 D.S.C.

4 1505) is amended by adding at the end thereof the following

5 new subsection:
<

6 "(c) Duties determined to be due upon liquidation or
[that a protest filed against

7 reliquidation shall be due on the dtte^rf AM liiniht>9» ep
the entry covered by the liquidation or reliquidation has been denied 
or, in the case where no protest has been filed, the period to file 
a protest under Section 514(c) (2) of the tariff Act of 1930 (19 U.S.C. 
1514ic)(2)) has expired,]

8 raTigv^ntiftn. rnA unless payment of the duties is received by
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2 I 
.IthirtvJ I

1 the appropriate customs officer Trithinflntsrtylnn days alter [the later of ' 
said dates, as the case nay be, payment]

8/hhrt dale, shall be considered delinquent and bear interest
•' t- ^3 ^Juda^*i of the F0*^ o* termination of the period set 3 from the date offiyi Jiticn or reFqindihon at a rate deter- i/gaid sect:

514 (c) (2) of

orth 
Sectim

the4 mined by the Secretary of the Treasury.". Tariff Act of 1930,
whichever occurs

5 (b) The amendment made by subsection (a) shall take later,]
G effect on the thirtieth day after the date of the enactment of
, *

yeei te USJIIMIUM tmt peiiipu
9 thirtieth isy.b.rt»iihre.f.

•j A A_-M ~£t_*j

for
11 leliquiJarieM liiH be iii«»d ta h>v» hem mJU on^such
12 thirtieth day.

13 SBC. 2. (a) Section 520 of the Tariff Act of 1930 (19
14 D.S.C. 1520) is amended by adding at the end thereof the
15 following new subsection:
16 "(d) I: a determination is made to reliquidate an entry

17 as a result cf a protest filed under section 514 of this Act or

18 an application for relief made under subsection (cXl) of this

19 section, or if reliquidation is ordered by an appropriate court,
[estimated duties under eestion

20 interest shall be allowed on any amount paid asfincreased pr 505 (a) of this
A flct or as]

21 additional duties under section 505(c) of this Act at the

22 annual rate established, pursuant to that section and deter-
[of entry in the case of estimated duties and the date of 

trJnf limiiflitinn nr r*1;T'M «*{"" The inter- on 
A

ated from the date of payment to the date1 J
25 of (1) the refund, or (2) the filing of a summons under section

23 mined as of the dntrJnf limiiflitinn nr r*1;T'M «*{"" The inter- liquidation or
A reliquidation in

24 est shall be calculated from the date of payment to the date t*6 case of in-1 J creased duties. ]
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s
1 2632 of title 28, United States Code, whichever occurs

2 first".

S (b) The amendment made by subsection (a) shall apply

4 with respect to ^liquidation determinations made or ordered

5 on or after the date of the enactment of this Act
I

O

ISec. 3. SeQtion 515 of the Tariff Act of 

1930 (19 U.S.C. 1515) is amended by inserting -a 

comma immediately after "excess" (in line 7 of the 

statute as it appears in 19 U.s.C.) and then adding 

immediately before "shall" (in the same line) the 

following: "including any payment of interest on 

same,"]
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Chairman GIBBONS. I thank you. We have a lot more work to do 
on this bill.

Mr. Frenzel.
Mr. FRENZEL. Is there anything he likes about it other than the 

number?
Chairman GIBBONS. He didn't like the number, either.
Mr. KING. I think it is a product, I think, Mr. Frenzel, of the cur 

rent times when Customs and everyone is concerned about the cost 
of money. The state of law wasn't affected for a number of years, 
nobody cared about it because money was relatively cheap.

I think even now with the cost of money, to think a company, 
except in very rare instances, is going to go through these sorts of 
machinations to defer the payment of duty for 3 months or 6 
months, they have got business to do, I think they are more than 
concerned with doing business than with this sort of manipulation 
that would be suggested by the sureties or by Customs.

But again, if we are going to recognize the cost of money, I think 
it should be recognized in providing for interest payable on excess 
duties deposited by importers at entry.

That period of time can extend in a lot of cases far longer than 
the time with which the money paid in increased duties is tied up.

Mr. FRENZEL. Thank you.
Mr. DINEEN. I wonder if I might make one statement?
Chairman GIBBONS. Yes. Identify yourself.
Mr. DINEEN. I am Michael Dineen with the Kemper Group. I 

note the other two witnesses here at the table indicated they were 
unsure of the statistics involved with respect to increased duties or 
protests of increased duties that have been filed within the past 
year, and also with respect to the Government's position on the 25- 
day threshold for responding to bills.

The Government does have some very good statistics on this, 
which are in the prepared statement which Mr. Rettinger has 
which document the substantial increase in protests in the last 
year, as well as indicate the willingness of Government to yield on 
the 25-day question, and perhaps increase that to 45 days or to 
some other level that would be more reasonable.

Clearly we have been working with the administration and work 
ing with the Customs Service on this issue. I think that they are 
prepared to be reasonable and to document the need for the legisla 
tion.

I am not here representing them, but I know they have the facts 
to make the case for this legislation.

Chairman GIBBONS. Yes, maybe you can get them together and 
see what we can do to work out some of these problems. Thank you 
very much.

Let's go now to Mr. Honker's bill. We have the American Ply 
wood Association, ITT Rayonier, and MacMillan Bloedel, Inc.
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STATEMENT OF NEVA I. JONES, GOVERNMENT RELATIONS CON- 
SULTANT, AMERICAN PLYWOOD ASSOCIATION, PRESENTING 
STATEMENT OF BRONSON J. LEWIS, EXECUTIVE VICE PRESI 
DENT
Ms. JONES. Mr. Chairman, I am Neva Jones and I am represent 

ing the American Plywood Association as their government affairs 
consultant. I am making this statement on behalf of Mr. Bronson 
J. Lewis, who is executive vice president. He regrets he is unable to 
be here.

The American Plywood Association represents producers of more 
than 81 percent of the structural panels manufactured in the 
United States. Its membership is located across the United States, 
and includes small employee-owned co-ops, as well as large Fortune 
500 companies.

The APA supports H.R. 5182, a bill which would clarify head- 
notes in schedule 2, part 3, of the Tariff Schedule of the United 
States, so that all headnotes in that section are consistent in the 
description of wood panel products.

Attached to my statement is an edited version of the headnotes 
showing how the proposed changes would affect the schedule.

As you know, headnotes are used to categorize imported products 
and duty rates. I draw your attention to headnotes l(b), l(c), and 
l(e) in the referenced attachment. Headnotes l(b) and l(c) use phys 
ical appearance of a product to determine its classification as "ply 
wood" or "wood veneer panels," whereas headnote l(e) bases deter 
mination on end use for products in the category called building 
boards. It is this inconsistency which H.R. 5182 would correct.

An example of the problem this inconsistency can cause is an ex 
isting interpretation by the Customs Service on plywood panels 
being imported from Canada. Canadian cedar plywood, which has 
been shiplapped on the long sides, is being brought into this coun 
try classified by Customs as "building boards."

This imported edge-worked plywood is marketed, advertised, sold, 
and used as plywood, the same purposes as domestically produced 
plywood whether or not it has been edge-worked. The process of 
creating tongue-and-groove or shiplapped edges on the imported 
plywood is not a manufacturing process which results in a new and 
different article.

However, the category "building boards" carries a tariff calculat 
ed in 1983 at 8.4 percent, whereas the duty rate for "plywood" is 20 
percent. The Customs Service classified the import on the basis of 
end use, which in this case is exterior siding, rather than on its 
physical description as a "rigid wood veneer assembly" which ap 
plies to plywood.

There is a concern that this example sets a precedent. What is to 
prevent tongue-and-groove panels used for flooring, which current 
ly come into the United States classed as plywood, from entering as 
building boards?

According to the U.S. International Trade Commission, the cate 
gory "building boards" includes heavy cardboard insulation, styro- 
foam insulation boards, hardboard, ceiling tiles, and wallboard 
units. Commonsense tells one that such products would not be 
interchangeable with cedar plywood which has been edge-worked.
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H.R. 5182 would provide clarification for Customs so that the prod 
uct can be accurately categorized and appropriate duty rates can 
be levied.

It is to the benefit of the United States to make the headnotes 
consistent so that the appropriate duties are collected. A chart 
showing the 10-year import history of item 245.80, "building 
boards," is attachment B to this statement. In 1979, imports totaled 
97,000 square feet. In 1980, imports jumped to 1,032,000 square feet. 
In 1981, the APA petitioned Customs for a reclassification. But as 
Chairman Gibbons has recognized in his bill, H.R. 4784, the Trade 
Remedies Reform Act of 1984, remedy under our country's trade 
law takes too long and is expensive and cumbersome. APA is expe 
riencing such treatment at the Court of International Trade, where 
our appeal of the Customs decision regarding this classification 
problem has been pending for 18 months. The earliest we can 
expect that court's action is in the fall of 1984. To avoid problems 
like this in the future, we urge this subcommittee to act favorably 
on H.R. 5182, which would make clear the intentions of the tariff 
schedule descriptions.

Thank you for your consideration.
[The attachments to the statement follow:]
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Attachment B
American Plywood Association
H.R. 5182

U.S. IMPORTS: Building Boards (TSUS 245.80)

CANADA

Quantity Duty 
(in 000 Ibs.) Rate

1973 — 2.5c/lb. plus 4.5t a.v.
1974 3
1975 1
1976 4
1977 • 65
1978 24
1979 160
1980 1,415 2.3c/lb. plus 4.3Z a.v.
1981 3,955
1982 6,797
1983 8,299
1984 (thru March) 1,779 1.7c/lb. plus 3.IX a.v.

SOURCE: U.S. International Trade Comisslon

30-600 0-85-48
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Chairman GIBBONS. Thank you very much. A very good state 
ment. 

ITT Rayonier, Mr. Berry.

STATEMENT OF WILLIAM S. BERRY, VICE PRESIDENT AND DI 
RECTOR OF WOOD AND FOREST PRODUCTS, ITT RAYONIER, 
INC.
Mr. BERRY. Mr. Chairman, members of the committee, thank you 

for the opportunity to testify in support of H.R. 5182.
I am William S. Berry, vice president and director of wood and 

forest products for ITT Rayonier, a forest products company with 
headquarters in Stamford, CT. We have more than 5,000 employees 
in the Northwest and Southeast United States. We own or manage 
1.3 million acres of timber land in the United States. We sell pulp, 
logs, plywood, treated wood products, and chemical byproducts made 
from trees, both domestically and in international markets. ITT 
Rayonier is a subsidiary of ITT Corp.

ITT Rayonier has a cedar plywood plant, called *~ nrinsula Ply 
wood, in Port Angeles, WA, which manufactures ce plywood for 
exterior and interior siding uses. Our product is si^d throughout 
the United States.

In 1980, because of severely depressed domestic markets and an 
inability to compete with lower priced Canadian cedar plywood, we 
were forced to reduce our employment from 400 to 250, and our op 
eration from 5 days a week to only 4.

In addition, we experienced and continue to experience many 
weeks when we do not have sufficient orders to warrant produc 
tion.

The rated capacity o. ur mill is 100 million square feet of ply 
wood a year. In 1976, 1977, and 1978, we operated with 400 employ 
ees at 96, 97, and 92 percent of capacity, respectively. But in 1979, 
that dropped to 83 percent. And in 1980, when we were forced to 
lay off 150 employees, we produced at only 43 percent of capacity. 
In 1981, the figure was 47 percent, in 1982 it was 42 percent, and 
last year, we made 56 percent of capacity with 55 days that em 
ployees did not work at all. In fact, since 1980, our reduced number 
of employees have lost 266 days of work each, a total of more than 
1 work year out of the last 4. That curtailed schedule continues in 
1984. Coincidentally, it was in 1980 that we began to see significant 
shipments of cedar plywood enter this country under the building 
boards classification.

Obviously, part of the problem has been the continued depressed 
nature of the U.S. building market. But clearly, we would have op 
erated at much higher levels if Canadian plywood had been levied 
the 20 percent ad valorem duty under the plywood classification 
rather than the much lower duty under the building boards classi 
fication.

Since 1980, we have found our product undersold by the Canadi 
ans by as much as $50 per 1,000 square feet in markets as diverse 
as Louisiana, Florida, Georgia, and Massachusetts. We recognize 
that Canadian exports enjoy the advantage of the cheap Canadian 
dollar and low-cost transportation. There is little we can do about 
that. But we did not expect that Canadian cedar plywood would not
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be classified as plywood, which has a 20-percent duty, but would be 
classified instead as a "building board," which last year had an ef 
fective duty of only 8.25 percent. To make matters worse, the build 
ing boards category is on a declining tariff schedule and by 1987 
the effective rate will be only 5.6 percent. Based on statistics on 
building board imports from the U.S. Department of Commerce, in 
1983 the 20-percent tariff would have resulted in a duty of $94 per 
thousand square feet. Instead, the Canadians paid a duty of only 
$38 per thousand square feet, a difference of $56 per thousand 
which was, coincidentally, about the same amount by which they 
managed to undersell our product.

We find it distressing that our own Customs people are not prop 
erly enforcing the tariff codes of the United States. Plywood is spe 
cifically described in the tariff schedules. The Canadians do not 
market their product in the United States as building board, but as 
"western red cedar-faced plywood panels," according to their bro 
chures. We know it is plywood. The Canadians know it is plywood. 
Only our U.S. Customs seems not to know it is plywood.

We are not asking that new categories be added to the tariff 
schedules, only that the existing code be enforced as it was intend 
ed to be. Therefore, we support this language clarification.

Thank you.
Chairman GIBBONS. Thank you.
And now, let's see, we have Mr. Rehm.

STATEMENT OF JOHN B. REHM, COUNSEL, MacMILLAN BLOEDEL 
BUILDING MATERIALS DIVISION OF MacMILLAN BLOEDEL, INC.

Mr. REHM. Yes, sir, Mr. Chairman, thank you.
My name is John B. Rehm, of the law firm of Busby, Rehm & 

Leonard. I am here today representing the MacMillan & Bloedei 
Building Materials Division of MacMillan Bloedei, Inc., a U.S. cor 
poration owned by its parent in Canada, MacMillan Bloedei, Ltd.

You already have our prepared statement. What I want to do now is—-
Chairman GIBBONS. We will put them in the record, all of them.
Mr. REHM. Of course.
I want to respond to, and comment on, points that have been 

made today both by Congressman Bonker and by the two previous 
witnesses.

First, I was pleased to hear Congressman Bonker make two 
points. He said that this provision that we have been taking about 
is not a loophole. He said that, in his view, Customs was probably 
right in the manner in which it is classifying these products, al 
though I gather APA disagrees with that.

He also said that there was no unfair trade practice going on. He 
said, I think I am paraphrasing him correctly, that the Canadians 
were properly taking advantage of a tariff provision.

What are the arguments then being made in support of this bill? 
Let me run them down quickly as I have heard them. First, the 
headnote concerning building boards is inconsistent with the other 
headnotes that were mentioned, I gather the theory is that the 
other headnotes are based upon composition, and the headnotes for 
building boards is based upon what we call chief use.
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That is a difference, but, on the other hand, there are many chief 
use provisions in the tariff schedules. I don't really know what con 
sistency or inconsistency means in this context.

Second, Customs is not properly administering the statute. I fail 
to understand that Customs has ruled ever since 1968 that this 
product, edge-worked and with other features, does not qualify as 
simply plywood, but indeed does qualify as building boards if the 
chief use test is met, that is to say, if it is chiefly used in the con 
struction of walls, ceilings, or other parts of buildings.

I must assume that, when the tariff schedules were prepared by 
the Tariff Commission in the late fifties, when they were approved 
by the Congress and indeed this subcommittee and full committee, 
this was considered to be a fair and thoughtful way of identifying 
various wood products.

As I say, since 1968, that has repeatedly been Customs position. I 
am a little surprised to hear mention made this morning that this 
was a big surprise. There are at least, by my count, six formal rul 
ings that Customs has issued since 1968, construing the provision 
for building boards.

Another point that has been made is that this product is sold or 
advertised as plywood and has all the basic uses of plywood.

Our clients brochure has just been held up to you. This is the 
product we are talking about, Mr. Chairman. I guess one would call 
it four-ply plywood, with a cedar face—that is the cedar face right 
here. It is essentially used for exterior walls of houses. In addition, 
it is what is called shiplapped. One panel fits over the other and 
produces a weather-tight construction.

I am told by our client this is not now sold or regarded as ply 
wood. It is an advanced product by virtue of cedar facing and ship- 
lapping, which is a form of edgeworking.

Another argument is this horrendous increase in imports. It is 
the old story. If you take a very low base, and you can cite some 
increase in the import of the product, you can come up with a 
rather striking percentage increase.

We have made an attempt, it is not easy to do, to determine the 
import-consumption ratio of shiplapped products of this kind versus 
domestically produced shiplapped products. We have done so in 
informal consultations with the staff of the International Trade 
Commission, but I want to make clear that what I am about to tell 
you is our estimate, not theirs.

Based upon our best estimate, we are dealing with an import-con 
sumption ratio of well below 1 percent. Indeed, by my calculation 
this morning, it is probably in the order of three-tenths of 1 per 
cent. I know of very few companies or industries that have ever 
come before the Congress and urged some kind of tariff protection 
when the import-consumption ratio is that low.

We have just heard references to declines in employment,' capac 
ity utilization, and other factors. It is not clear to me whether the 
testimony is to the effect that all of those problems are attributable 
to imports of this product. I certainly think that question deserves 
consideration, but beyond that, what is the state of the industry as 
a whole? We have only heard from one company this morning. 
With such a very small import-consumption ratio, I seriously doubt 
that this industry throughout the country can make out any kind
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of a case consistent with the concepts you and I are familiar with 
of material injury or serious injury.

Finally, as was mentioned to you by the Department of Com 
merce this morning, the rate for building boards is bound in the 
GATT. This bill would clearly violate the bound rate. We would 
therefore subject ourselves to the requirement either to grant com 
pensation or to suffer retaliation.

You put it very well this morning, Mr. Chairman. That means 
that other U.S. industries will suffer, either by having their tariff 
protection reduced, or by having their exports encounter higher 
tariffs.

In short, I fail to see any justification for this bill, whether based 
upon abstract inconsistencies in the tariff schedules, or economic 
injury, or in light of our international obligations. On all those 
counts, it seems to me, this bill simply has no justification.

We are urging you not to report it out.
Thank you.
[The prepared statement follows:]

STATEMENT OF JOHN B. REHM, COUNSEL, MACMILLAN BLOEDEL BUILDING MATERIALS 
DIVISION, MACMILLAN BLOEDEL INC.

H.R. 5182 is objectionable for the following six reasons and should therefore be 
disapproved by the Subcommittee on Trade and the Committee on Ways and Means:

1. It is based on a misunderstanding of the provision in the Tariff Schedules of the 
United States concerning building boards.

2. It purports to close a "loophole" that is, in fact, nonexistent.
3. It would prejudge an issue now before the U.S. Court of International Trade.
4. It would violate U.S. obligations under the General Agreement on Tariffs and 

Trade (GATT) and injure other U.S. industries.
5. It is not justified on economic grounds.
6. It is, despite the claim to the contrary, protectionist in nature.
This statement is presented on behalf of the MacMillan Bloedel Building Materi 

als Division of MacMillan Bloedel Inc., a U.S. corporation that is owned by MacMil 
lan Bloedel Limited, Vancouver, British Columbia. MacMillan Bloedel Building Ma 
terials Division imports and distributes lumber and other products manufactured by 
MacMillan Bloedel Limited, including building boards.

H.R. 5182 was introduced by Congressman Bonker (D-Wash.) on March 20, 1984. 
Congressman Bonker explained the bill in his statement that was printed at page 
E1086 of the March 20, 1984, Congressional Record. A copy of that statement is at 
tached.

The Tariff Schedules of the United States (TSUS) provide for softwood plywood in 
item 240.21. The TSUS also contain two provisions covering building boards—items 
245 80 and 245.90. Item 245.80 covers laminated boards, and item 245.90 covers other 
boards made from vegetable fibers. It is reasonably clear from Congressman Bon- 
ker's statement that his bill is directed against item 245.80 and not item 245.90, par 
ticularly since it refers only to the rate of duty applicable to item 245.80 The rate of 
duty under item 240.21 is 20 percent, while the rate of duty under item 245.80 is 
effectively 10 percent according to Congressman Bonker's statement.

In the case of MacMillan Bloedei Inc., the product in question is an exterior- 
grade, cedar-faced siding panel that is edge-worked, as by being shiplapped. The 
cedar facing provides durability against exposure to various weather conditions. The 
edge-worked joint affords a weather-tight joint between panels. The face of the 
panel is texturized to provide a rough sawn appearance, and it is grooved at inter 
vals for decorative purposes to simulate the appearance of boards. The product is 
used almost entirely as exterior siding on walls of houses. It is no longer plywood, 
and it is not saleable or useable for the applications for which plywood is typically 
used.

Against this background, the bill is objectionable for the following six reasons.
First, the bill is based upon a misunderstanding of item 245.80, which covers lami 

nated building boards. As defined in headnote l(e) of part 3 of schedule 2 of the 
TSUS, building boards are panels of rigid construction that are "chiefly used in the 
construction of walls, ceilings, or other parts of buildings". Therefore, mere edge-
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working of plywood does not in and of itself qualify the plywood as laminated build 
ing boards. The U.S. Customs Service (Customs) must determine that the edge- 
worked plywood is chiefly used in the construction of parts of buildings. As noted 
above, MacMillan Bloedel's product is significantly different from plywood and satis 
fies all the criteria for classification as building boards.

Second, the bill purports to close a "loophole" that is, in fact, nonexistent. Ply 
wood that has been edged and that is chiefly used in the construction of parts of 
buildings has been classified as building baords sice 1968. In fact, Customs has 
issued several formal rulings since 1968 classifying such plywood as building boards. 
Reliance upon such Customs' ruling over a period of about 16 years hardly consti 
tutes the exploitation of a "loophole'.

Third, the bill would prejudge an issue that is now before the U.S. Court of Inter 
national Trade (CIT). O August 25, 1983, the American Plywood Association (APA) 
filed with the CIT a complaint against the U.S. Government, taking the position 
that the edge-worked plywood should be classified not as building boards but as ply 
wood. The U.S. Government filed its answer to the complaint on October 31, 1983. 
Since then, APA has engaged in pre-trial discovery. MacMillan Bloedel Inc. is a 
party in interest in the action. Trial is not expected for several months, and the CIT 
is not likely to issue its decision before the fall of 1984. The Congress should there 
fore defer any action until the courts have finally resolved the issue.

Fourth, the bill would violate the General Agreement on Tariffs and Trade 
(GATT) and thereby injure other U.S. industries. The rate of duty in item 245.80 is 
bound in the U.S. Schedule XX to the GATT. That is, the United States has under 
taken a formal international obligation not to change that rate except in accordance 
with specific procedures prescribed by the GATT. Since H.R. 5182 would not comply 
with such procedures, it would violate the U.S. obligation. Such violation would 
cause other U.S. industries to suffer. The United States would either have to pay 
compensation in the form of reduced duties on imports or suffer retaliation in the 
form of increased duties on exports.

Fifth, the bill is not justified on economic grounds. Although Canadian imports 
under item 245.80 have increased in recent years, they remain an insignificant por 
tion of domestic consumption. According to the International Trade Commission, Ca 
nadian imports of all softwood plywood have traditionally accounted for less than 1 
percent of domestic consumption. In the case of edge-worked plywood classified 
under item 245.80, which is typically softwood plywood, there is good reason to be 
lieve that Canadian imports are well under 1 percent of domestic consumption—and 
perhaps as little as one tenth of 1 percent. Such imports could not possibly cause or 
threaten injury to the domestic industry.

Sixth, the bill is, despite the claim to the contrary, protectionist in nature. In his 
statement, Congressman Bonker asserts that the bill "should not be regarded as 
protectionist". Yet it would double the rate of duty on building boards, and it would 
do so in opposition to 16 years of consistent Customs' rulings, in violation of U.S. 
obligations under the GATT, and without the slightest economic justification. On 
this basis, it would be hard to find a bill that better typifies protectionism.

This statement is submitted on behalf of MacMillan Bloedel Building Materials 
Division of MacMillan Bloedel Inc. by its Washington, D.C., counsel, John B. Rehm, 
Busby, Rehn and Leonard, P.C., 162$ K Street, N.W., Suite 1100, Washington, B.C. 
20006 (202) 857-0700.

(From the Congressional Record. Mar. 20, i!»84]

PLYWOOD TARIFF'S

(By Hon. Don Bonker)
Mr. BONKER. Mr. Speaker, I am today introducing legislation to close a loophole in 

the U.S. tariff schedule that is needlessly and unfairly costing jobs in the Pacific 
Northwest wood processing industry. Left uncorrected, the job toll stemming from 
this problem will steadily increase.

Certain plywood sheets are being exported by Canada to the United States as 
building boards rather than as plywood under the U S. tariff schedule. This subjects 
such Canadian exports to a much lower tariff schedule, making the products cheap 
er than comparable plywood produced in the United States. The tariff category 
called building boards was apparently intended to he a residual one for special-use 
construction panels that might not fall into either plywood or wood veneer panel 
categories.

Instead, it has become a loophole category. By simply altering the edge of a ply 
wood bheet, foreign producers are able to get their products categorized as building
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boards, qualifying for the dramatically lower tariff treatment. In theory, the 
edgework dedicates the sheet to some unspecified special construction use. In fact, 
the use of such sheets is no different than plywood sheets with plain edges.

My legislation would revise the building board category to insure that it is used 
only for special-use panels, and not for plywood. This revision makes the U.S. tariff 
schedule for these products conform more closely to the international code, which 
contains no building board category at all. Maintenance of a building board category 
in the U.S. code would only frustrate efforts to insure internationally recognized 
tariff categories, and continue to damage our own wood products industry.

While the tariff on plywood is a flat 20 percent, the so-called building boards, used 
as plywood are exported subject to a tariff of 1.9 cents per pound plus 3.4 percent. 
The plywood industry estimates that this schedule equals a flat 10 percent tariff. 
Under the U.S. tariff schedule, even that will continue to decrease dramatically.

While the volumes imported from Canada under this category represents only a 
portion of plywood products marketed in the United States, the volume jumped an 
alarming 74 percent in 1982. My greatest concern is, as the tariff schedule decreases 
the practice of exporting plywood under the building board category may spread to 
all forms of plywood exported by Canada to the United States. Such a practice 
would be devastating to our industry.

Mr. Speaker, the wood products industry has been and remains committed to free 
and fair international trade, despite its losses due to numerous unfair trade prac 
tices by foreign competitors. For example, the industry strongly supports further 
mutual tariff reductions through negotiations with our trading partners to reduce 
artificial international trade barriers. The legislation I am introducing should not 
be regarded as protectionist or a reversal of the industry's free trade position. 
Rather, this bill brings the U.S. tariff schedule into closer conformity with interna 
tional standards, restoring equal treatment of plywood products in the U.S. market 
for both foreign and domestic producers. For this reason, the legislation has the spe 
cific support and endorsement of the American Plywood Association, which repre 
sents both small and large U.S. plywood producers.

I am hopeful, Mr. Speaker, that the Committee on Ways and Means will promptly 
seek Executive comment on this proposal and include it in the group of miscellane 
ous tariff bills that it recommends favorably to the House for passage before the end 
of this Congress.

Chairman GIBBONS. Well, ! want to thank all the witnesses for 
their testimony on this matter. Obviously I am going to have to 
look at it very closely. I have got some out in my backyard. I just 
built a place out of it.

Ms. JONES. How did you use it, as plywood?
Chairman GIBBONS. Well, I don't know how I used it, really. I'm 

always chopping it up for other things. I did build it as the siding 
on a house that I started off to call a tool shed, but it got so expen 
sive I called it a teahouse. It wasn't, the cost of the material; my 
design made it so expensive. I just wish I had built it twice as 
large. I was afraid the neighbors might have objected.

What caused all this? Was there a sudden change in the way 
that Customs was classifying this? Is that what happened, or do we 
have a new product here, or what is it?

You know, I've been cutting up plywood since before any of you 
were born, and I have seen it used in many different ways. It 
seems to me that the exterior-type plywood that is treated, grooved, 
and everything else, is a relatively new product, in my experience. 
I did not see it in Florida until about 10 years or 12 years ago and 
now I see it all over. It is used for exterior work primarily un build 
ings and some of it is used quite attractively and others used quite 
hideously. And now we have shipped stuff coming in that's pretty 
attractive. Is it a new product, or a new classification that's causing 
the problem?

Mr. BERRY. The product has always been manufactured with the 
ship laps and as a siding since plywood siding has begun. I think
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the issue here is that it was incomprehensible to those of us who 
were in the plywood business that a product identical to what we 
have been manufacturing for 20 years as plywood was in fact 
coming in under a tariff other than plywood. It really was not until 
the volume surged, as was referred to earlier, that we couldn't un 
derstand why, in fact, it was coming in as it was at $50 under what 
we were able to manufacture it for.

As we examined it, then we discovered that it was coming in, in 
pur mind under an incomprehensible tariff because it is plywood. It 
is identical to what we manufactured, ship-lap plywood siding for 
20 years and yet it is coming in not as plywood. I think that is the 
issue.

Mr. FRENZEL. When did it start coming in as building block 
rather than plywood?

Mr. BERRY. I suspect it always had been, but it began coming in 
in volume so that we noticed it in 1980 to reduce our production.

Mr. REHM. Mr. Chairman, the suggestion that is being made is 
that somehow the very same product was at one time classified as 
plywood and is now being classified as building boards. That's not 
my understanding. Insofar as we are talking about this product, 
which I believe makes up the bulk of the Canadian imports into 
this country, I can tell you for a fact, having represented the client 
for several years, that this has always been classified as building 
boards. So I don't understand the allegation that's being made that 
suddenly there is a big surprise here.

They may be surprised that it was initially classified as building 
boards, but they can't tell you that there has been a change in clas 
sification.

Chairman GIBBONS. How did we ever end up with such a differ 
ential in the tariff? It looks to me like this is something we should 
have worked out years ago.

Ms. JONES. Some of the past history, as given to me by both the 
American Plywood Association and the ITC, around the last MIN 
the Canadians requested of the American industry to reduce the 
tariff that we charge, which is the 20 percent, and try to harmonize 
the tariff between the two countries.

So discussions started around that time and there were about 
three or four meetings between the industries, its representatives, 
about lowering the tariff. And we said that Canada has nontariff 
barriers by their codes and standards. If they would lower their 
nontariff barriers we would lower our tariff, and after all these dis 
cussions the Canadians finally agreed not to agree, so the tariff re 
mained at the 20 percent.

However, at that time the harmonized tariff they were discussing 
was 8 percent. Now it's interesting to us, we have no verification 
that this all occurred at the same time, the increase in this particu 
lar category was marked, if you will look at the charts we have 
presented. And we think that it's not a problem with the violation 
of the GATT-bound rate, it's an interpretation by the Customs 
Service.

You can look at it. For some reason they have determined 
through a long history that this is a building board as opposed to 
plywood. So it's more of instruction to the Customs Service to inter 
pret it under the intention.
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Mr. REHM. Mr. Chairman, let me respond to your question, be 
cause I think you were asking really how did this first come about 
under the TSUS in 1963. At least I understand your question to be 
that. As I understood the rationale, building boards, as defined in 
this headnote, constitute products that represent a significant ad 
vance beyond the basic plywood. And that is why it speaks in 
terms of—and I'm quoting—"Panels of rigid construction, including 
tiles and insulation board, chiefly used in the construction of walls, 
ceilings, or other parts of buildings."

So it seems to me that there are two aspects of that definition 
that carry the product beyond what I'll call ordinary plywood, 
namely panels of rigid construction and chief use in the construc 
tion of parts of buildings.

And if yovjt look at the ITC tariff summaries, you will find a 
number of products classified under building boards, not merely 
this one, which I think everybody in the room would agree is not 
plywood. So that, as I see it, and this is the way Customs has inter 
preted the provision, it does attempt to cover products that are 
beyond plywood in one significant respect or another. That seems 
to me to be a rational distinction.

Chairman GIBBONS. Well, I hate to adjourn this discussion but I 
have got to go over and learn about transplanted organs in the 
next 7 minutes. So let's resume this hearing, and these witnesses 
we are through with, at 1:15.

I would like to take the rest of the witnesses right now but unfor 
tunately I have got to get a little nourishment. I cooked breakfast 
this morning. It wasn't very good, and I've got a long day ahead of 
me but I'll be back at 1:15 and we will get started on all this again. 
So all the witnesses that want to testify that haven't already testi 
fied, I'll meet you here in this room at 1:15.

Mr. BERRY. Thank you very much, Mr. Chairman.
[Whereupon, at 12:15 p.m., the subcommittee recessed, to recon 

vene at 1:15 p.m.]
AFTERNOON SESSION

Chairman GIBBONS. Good afternoon, ladies and gentlemen.
We now go to H.R. 5783, a bill by Congresswoman Kaptur. She is 

here and, Marcy, if you would come forward, we would be glad to 
listen to you.

STATEMENT OF HON. MARCY KAPTUR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO

Ms. KAPTUR. Thank you very much, Mr. Chairman. I want to 
thank you for giving me the opportunity to discuss my bill, H.R. 
5783, and I want to especially thank you for your accommodation 
and your help in moving this rather complicated item through.

I also wanted to express our thanks to George Weise on your 
staff, who has just been wonderful to us.

Chairman GIBBONS. He is smiling back here.
Ms. KAPTUR. Your staff has been excellent, and so have you.
I want you to know that this legislation is of special importance 

to my district. In my northwestern Ohio district the unemployment 
rate still hovers around the double-digit level and with such unem-
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ployment, we cannot afford to have any business disadvantaged. I 
was, therefore, quite disturbed to learn of the imposition of a duty 
on a major component, umbrella frames, of a local manufacturing 
business. This duty on umbrella frames is not protecting any indus 
try in our Nation for there are no longer any domestic hand-held 
rain umbrella frame manufacturers. The duty only injures an al 
ready hard-pressed domestic industry.

The remaining eight American rain umbrella manufacturers rely 
almost completely upon Taiwan for frames. In 1983, Taiwan lost its 
GSP status because it accounted for more than 50 percent of the 
imports of umbrella frames, and the trade in the item exceeded 
$1.3 million. Thus, a 15-percent duty was imposed on frames from 
Taiwan. The duty is especially harmful because there are no other 
foreign producers to^whom American umbrella producers can turn 
for large quantities of quality frames.

H.R. 5783 would aid the domestic umbrella manufacturers by 
suspending the duty on hand-held metal rain umbrella frames for 3 
years. Currently over 95 percent of the umbrellas sold in the 
United States are produced overseas and if the duty on frames is 
not suspended, 100 percent of the umbrellas sold in the United 
States may soon be produced overseas. The remaining domestic 
umbrella manufacturers will be forced to raise their prices if the 
duty on frames is not suspended. Higher prices will likely force 
them out of business. Already, the domestic umbrella manufactur 
ers are taking hefty losses on the advance sales that they made 
before notification of the new duty.

My bill clearly states that the duty would only be suspended on 
the frames for rain umbrellas. Beach and patio metal umbrella 
frames are excluded from the bill—the 15-percent duty on such 
frames from Taiwan would remain in place. H.R. 5783 was drafted 
in this way in consideration of the domestic beach and patio metal 
umbrella frame industry which supports the duty on the frames 
produced by their chief competitor, Taiwan. I have been in close 
touch with representatives from the beach and patio umbrella 
frame industry. The manufacturers do not oppose my bill because 
it would not affect their industry.

I have also been in close contact with the administration and 
this subcommittee. It is my understanding that an amendment to 
H.R. 5783, to change the duty suspension from 3 years to 1 year, 
will make the bill more acceptable to all parties. I believe that the 
gentleman from Georgia, Mr. Jenkins, will offer this amendment in 
markup. I support the amendment and thank Mr. Jenkins for his 
interest in the economic viability of the umbrella industry.

Unfortunately, a representative from Haas-Jordan Co., the um 
brella manufacturing industry in my district, was unable to come 
to Washington to testify. However, I would like to submit a copy of 
his statement for the record.

I commend the chairman for his leadership in moving these non- 
controversial tariff and trade bills.

[The prepared statement follows:]
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STATEMENT OF HON. MARCY KAPTUR, A REPRESENTATIVE IN CONGRESS FROM THE

STATE OF OHIO
Mr. Chairman, I thank you for giving me the opportunity today to discuss my bill, 

H.R. 5783.1 greatly appreciate your assistance, and the assistance of your excellent 
staff, on this legislation of special importance to my district.

In my northwest Ohio district, the unemployment rate still hovers around a 
doublendigit figure. With such high unemployment, we cannot afford to have any 
business disadvantaged. I was therefore quite disturbed to learn of the imposition of 
a duty on a major component—umbrella frames—of a local manufacturing business. 
This duty on umbrella frames is not protecting any industry in our nation, for there 
are no longer any domestic hand-held rain umbrella frame manufactures. The duty 
only injures an already hard-pressed domestic industry.

The remaining eight American rain-umbrella manufacturers rely almost com 
pletely upon Taiwan for frames. In 1983, Taiwan lost its GSP status Lwause it ac 
counted for more than 50 percent of the imports of umbrella frames, and the trade 
in the item exceeded $1.3 million. Thus, a 15 percent duty was imposed on frames 
from Taiwan. The duty is especially harmful because there are no other foreign pro 
ducers to whom American umbrella producers can turn to for large quantitieb of 
quality frames.

H.R. 5783 would aid the domestic umbrella manufacturers by suspending the duty 
on hand-held metal rain umbrella frames for three years. Currently, over 95 percent 
of the umbrellas sold in the United States are produced overseas, and if the duty on 
frames is not suspended, 100 percent, of the umbrellas sold in the U.S. may soon be 
produced overseas. The remaining domestic umbrella manufacturers will be forced 
to raise their prices if the duty on frames is not suspended. Higher prices will likely 
force them out of business. Already, the domestic umbrella manufacturers are 
taking hefty losses on the advance sales that they made before notification of the 
new duty.

My bill clearly states that the duty would only be suspended on the frames for 
rain umbrellas. Beach and patio metal umbrella frames are excluded from the bill- 
the 15 percent duty on such frames from Taiwan would remain in place. H.R. 5783 
was drafted in this way in consideration of the domestic beach and patio metal um 
brella frame industry which supports the duty on the frames produced by their 
chief competitor, Taiwan, I have been in close touch with representatives from the 
beach and patio umbrella frame industry. The manufacturers do not oppose my bill, 
because it would not affect their industry.

I have also been in close contact with the Administration and this subcommittee. 
It is my understanding that an amendment to H.R. 5783, to change the duty suspen 
sion from three years to one year, will make the bill more acceptable to all parties. I 
believe that the gentleman from Georgia, Mr. Jenkins, will offer this amendment in 
markup. I support the amendment, and thank Mr. Jenkins for his interest in the 
economic viability of the umbrella industry.

Unfortunately, a representative from Haas-Jordan Company, the umbrella manu 
facturing industry in my district, was unable to come to Washington to testify. How 
ever, I would like to submit a copy of his statement for the record.

I commend the Chairman for his leadership in moving these noncontroversial 
tariff and trade bills. I urge the subcommittee to support H.R. 5783, as it will be 
amended by Mr. Jenkins dying markup. I thank the subcommittee members in ad 
vance for their support of this bill.

Chairman GIBBONS. We will accept the Haas-Jordan statement 
and put it in the record, and I am glad that the administration has 
no serious objection to your bill. With that small amendment, ws 
can move it.

Ms. KAPTUR. Thank you very much, Mr. Chairman.
Chairman GIBBONS. Thank you.
Let's go to Mr. Glickman's bill, H.R. 5455. We have a panel of 

the Independent Gasoline Marketers Council, Mr. Blum and Mr. 
Hall with the Wickland Oil Co., if they would come forward.

Then we will have another panel later on.
Go right ahead, gentlemen. Let's see, Mr. Blum, you are first.
Mr. HALL. If it is all right, I would like to go first.
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Chairman GIBBONS. I just called it the way you appeared on the 
list here. Sometimes some of you folks aren't that cooperative with 
each other.

STATEMENT OF DANIEL E. HALL, VICE PRESIDENT AND 
GENERAL COUNSEL, WICKLAND OIL CO.

Mr. HALL. My name is Dan Hall. I am vice president and general 
counsel of Wickland Oil Co. of Sacramento, CA. Wickland is one of 
the few private brand gasoline marketers still in existence on the 
west coast. We market gasoline at retail through about 85 gasoline 
stations.

We also supply gasoline at the wholesale level to about 700 ac 
counts. These accounts predominantly include other independent 
gasoline station operators as well as product end users.

Wickland currently obtains its supply both from domestic and 
offshore sources. As an integral part of our operation, we import 
refined pet-oleum products into the United States through our 
marine products terminal located in San Francisco Bay. These 
products are subsequently combined with other substances to pro 
vide finished motor gasoline for resale through our retail and 
wholesale operations.

My purpose in appearing today is to emphasize to this subcom 
mittee the existence of a substantial anomaly in the tariff sched 
ules of the United States which is imposing a significant burden on 
trade and as a result, significantly limiting the ability of companies 
such as Wickland to compete effectively in the motor gasoline 
market.

Specifically, the tariff schedules, as recently reinterpreted by the 
Customs Service, imposed substantially higher tariffs on certain pe 
troleum products used to manufacture motor gasoline than they 
impose on the finished product motor gasoline itself. We request 
that the subcommittee act to correct this anomaly and thereby 
eliminate this substantial burden on international trade which is 
currently resulting and which also results in severe anticompeti 
tive consequences.

Basically the commercial problem that Wickland has is this. We 
currently bring in gasoline which is used as a gasoline in many 
countries. For instance, the Peoples Republic of China is a seller 
that we buy from. This gasoline is brought into our terminal and is 
upgraded to U.S. specifications.

Up until the start of this year, that was tariffed at the motor 
fuel rate of 1V4 cents per gallon. After January, Customs has deter 
mined that it should not be classified as motor fuel because its 
octane rating is below the ASTM standards for U.S. spec gasoline. 
As a result, they have reclassified this product to the extent that it 
does come in under 87 octane as a chemical mixture, in this case a 
lead mixture, which results in a tariff of 11 percent ad valorem 
rather than 1 1A cents per gallon. That is a substantial difference.

It is especially excruciating to have to look at a problem like this 
retrospectively after you have brought a product in relying on the 
lower tariff rate.

Chairman GIBBONS. One and a quarter versus——
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Mr. HALL. If you aren't put into the 1 1A cent classification, there 
is no, at this point, no exact classification to deal with the products. 
So, Customs has, as of January, been moving it into whatever they 
consider to be the applicable chemical mixtures section. In the case 
of China's gasoline, they said because it does contain lead that it is 
a tetraethyl lead compound and, therefore, subject to an ad valo 
rem tax of 11.1 percent.

Now another example that we have come across recently is Indo 
nesian unleaded gasoline. It meets the ASTM specs for unleaded 
gasoline except that its vapor pressure is too low. In other words, 
when we brought it in, we would have to blend it to increase the 
vapor pressure. Under those circumstances, Customs would reclas- 
sify that, again not as a motor fuel, but rather as a chemical mix 
ture, in all likelihood a benzenoide, which would subject it to a 
17.3-percent ad valorem.

So there is a substantial difference in treatment that has recent 
ly come about. That concerns us both because, No. 1, it limits the 
amount of product that we can bring in, and, No. 2, even when we 
contracted with somebody with a foreign source for on-spec prod 
uct, if that product happens to get here, it is pumped into our 
tanks and subsequently is tested and found not to meet U.S. specs, 
all of a sudden we are faced with a very substantial reliquidation 
problem.

Now, as we understand it, currently there have been several bills 
and proposals that have been submitted to the subcommittee in 
recent weeks with this problem. It is my understanding that H.R. 
4232 was introduced by Congressman Brooks and that does deal 
with a portion of the issue, an important aspect of the issue. It is 
my understanding that that bill has been deemed noncontroversial 
by your subcommittee.

The bill we are talking about today by Congressman Glickman is 
another bill that is focused on a portion of the problem. The admin 
istration's proposals, which have been communicated in letter form 
to your subcommittee and which were alluded to earlier by the spe 
cial trade representative, have taken basically the broadest ap 
proach to the problem and have basically said "Let's just make all 
motor fuel and all motor fuel blend stocks tariffable at the same 
rate, 1V4 cents per gallon."

That seems eminently reasonably to us. I think that it is fair and 
equitable, especially given the fact that in past weeks H.R. 4232 
has met with no opposition and on that basis, we would hope that 
you would pass the Glickman proposal as amended by the adminis 
tration.

One thing I would like to point out in closing is that to us, as a 
west coast independent marketer who is basically in a market 
which is dominated by a few major oil companies, it is absolutely 
essential for us to be able to go to the out&ide to the international 
market in order to keep the domestic refiners honest.

At the present time were we denied the ability to bring in inter 
national gasoline blend stocks, we would be in a position where we 
could not compete with major oil companJ as, specifically in this sit 
uation with Shell and Arco, who are currently the market-makers, 
in the market. So, with that, I will pass the baton to Jack Blum.

[The prepared statement follows:]
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STATEMENT OF DANIEL E. HALL, VICE PRESIDENT AND GENERAL COUNSEL, WICKLAND
OIL Co.

My name is Daniel E. Hall. I am Vice President and General Counsel of Wickland 
Oil Company of Sacramento, California, on behalf of which I appear today.

Wickland Oil Company is one of the few private brand gasoline marketers still in 
existence on the West Coast. We market gasoline at retail through 85 gasoline sta 
tions located in California, Oregon, and Nevada. Wickland also supplies gasoline at 
the wholesale level to over 700 accounts. These accounts include a great many inde 
pendent gasoline station operators, as well as product end users such as logging and 
trucking companies.

Wickland obtains its product supply both from domestic and off-shore sources. As 
an integral part of our operation, we import refined petroleum products into the 
United States through our $20 million marine products terminal located in San 
Francisco Bay. These products a\ 2 subsequently combined with other substances to 
provide finished motor gasoline for resale in the domestic market.

My purpose in appearing today is to emphasize to the Members of the Subcommit 
tee the existence of a substantial anomaly in the tariff schedules of the T'nited 
States which is imposing a significant burden on trade, and as a result, significantly 
limiting the ability of companies such as ours to compete effectively in the motor 
gasoline market. Specifically, the tariff schedules as currently interpreted by the 
Customs Service impose substantially higher tariffs on peti oleum products used to 
manufacture motor gasoline than they impose on the finished product, motor gaso 
line, itself. We request that the Subcommittee act expeditiously to correct this 
anomaly and thereby eliminate the substantial burden upon international trade in 
which it results and the anticompetitive consequences which this burden generates.

The commercial problem, incurred by companies such as Wickland, results from 
the realities of the petroleum marketplace. Specifically, Wickland, and others simi 
larly situated, will contract with an off-shore producer for the purchase of particu 
lar petroleum products and will then import those products. Frequently, the prod 
ucts which we obtain in the foregoing manner will have chemical characteristics 
slightly different than those which we anticipated. For example, Wickland histori 
cally has purchased substantial volumes of leaded gasoline from the Peoples Repub 
lic of China. Upon importation, it may be discovered that the octane number of this 
material is less than the 87 octane criterion employed by Customs determine the 
proper classification of the imported product. Under such circumstances, this Chi 
nese "gasoline" would not be tariffed as motor fuel at $.0125 per gallon. Rather, 
Customs would impose a duty of over 11 percent ad valorem. As a result, the im 
porter of such product would face an unexpected economic burden of several hun 
dreds of thousands of dollars. This unanticipated cost will render the product totally 
noncompetitive in the marketplace. Similarly, unleaded gasoline available from In 
donesia may have Reid Vapor Pressure characteristics below the standard used by 
Customs to classify the pr luct as motor fuel. As a result, such product could be 
subject to a tariff of over 11 percent ad valorem. In short, commodities used by im 
porters, such as Wickland, for use in the manufacture of motor gasoline are fre 
quently subject to a tariff rate more than eight times higher than the rate imposed 
on the finished product which they are employed to manufacture. The uncertainty 
experienced by our company and others with respect to our tariff exposure on the 
importation of such products has forced us to curtail dramatically the operations of 
which these products have been an integral component. As a result, our ability to 
compete effectively in the market for motor gasoline has been diminished to our 
detriment and the detriment of our customers.

The above-described problem has been addressed by at least three proposals of 
which the Committee is aware: H.R. 4232 introduced by Mr. Brooks, H.R. 5455 intro 
duced by Mr. Glickman, and an Administration proposal submitted to Chairman 
Rostenkowski by letter dated May 23, 1984 from the United States Special Trade 
Representative. Mr. Brooks' proposal addresses a particular category of products 
which are primarily used as a motor fuel blendstock. It is our understanding that 
H.R. 4232 is the result of substantial efforts by Mr. Brooks and his staff in conjunc 
tion with the Administration.

Mr. Glickman's proposal, H.R. 5455, would address another group of products pri 
marily used as blendstocks for motor fuel. However, like Mr. Brooks' proposal, it 
addresses only a limited category of products and its enactment, while resolving the 
problem with respect to this limited category of products, would not solve the entire 
problem.

The Administration's proposal is attractive in that it would address the entire 
prol >m faced by companies such as Wickland. However, enactment of the Adminis-
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tration's proposal in its current form would raise two problems of concern to Mr. 
Brooks. These concerns are set forth in Mr. Brooks' letter of June 4, 1984 to Chair 
man Gibbons.' Specifically, absent appropriate modification, enactment of the Ad 
ministration's proposal Cv/uld: (1) undo the work done by Mr. Brooks in H.R. 4232, 
and (2) result in an increase in the tariff on straight-run naphtha, TSUS Item 
475.35. A compromise position which would both eliminate the existing anomaly in 
the tariff schedules and resolve Mr. Brooks' concerns, would be to modify the Ad 
ministration's proposal to exempt from its coverage straight-run naphtha (TSUS 
Item 475.35) and those products which are the subject of H.R. 4232 and then enact 
both that proposal, as amended, and H.R. 4232.

The enactment of both H.R. 4232 and the Administration's proposal, amended to 
exclude from its coverage straight-run naphtha (TSUS Item 475.35) and the specific

Eroducts addressed in H.R. 4232, would ensure that the specific portion of the prob- 
;m addressed by H.R. 4232 would be resolved in the manner proposed by Mr. 

Brooks. Moreover, such action would ensure that the remainder of the problem, in 
cluding those portions of it addressed by H.R. 5455, would be resolved in a manner 
which neither impedes trade nor detrimentally affects the legitimate interests of do 
mestic manufacturers of gasoline. Specifically, companies, such as Wickland, would 
be able to resume their normal activities with the country's trading partners and 
domestic refiners will be unable to complain credibly that they have been disadvan 
tage^ by legislation which imposes a duty on components of gasoline which is no 
lower than the duty imposed on the finished product.

The anomaly which exists in the tariff schedules' current treatment of motor fuel 
blendstocks, in comparison to the finished product motor gasoline, is obvious and 
must be rectified. Absent such action, substantial trade with historic trading part 
ners such as Mexico and Indonesia, as well as with new trading partners such as 
the Peoples Republic of China, will be unnecessarily impaired. Mr. Brooks has 
worked diligently to correct one portion of this anomaly through H.R. 4232. The Ad 
ministration's proposal, provided that it be modified in the appropriate manner to 
exempt from its scope of coverage straight-run naphtha (TSUS Item 475.35) and the 
substances addressed in H.R. 4232, would provide a satisfactory and equitable reso 
lution for the remainder of the problem. 

We respectfully urge this Committee to act promptly to eliminate this problem.2

SUMMARY OF TESTIMONY OF DANIEL E. HALL, VICE PRESIDENT AND GENERAL 
COUNSEL, WICKLAND OIL Co.

I. An Anomaly Exists in the Tariff Schedules with Respect to the Treatment of 
Petroleum Products Used to Manufacture Motor Gasoline.

A. Motor gasoline is subject to a tariff of $.0125 per gallon.
B. Imported components of gasoline have been subject to tariffs of over 17 percent 

ad valorem.
II. This Anomaly Imposes a Substantial Burden on Trade.
A. Importers of gasoline from the Peoples Republic of China and Mexico can be 

subject to substantial, unanticipated duties.
B. Importers of other gasoline components, such as catalytic naphtha are effec 

tively prohibited from participating in such transactions by unreasonably high and 
inequitable tariffs.

HI. This Inequitable Burden on Trade Generates Anticompetitive Consequences in 
the Domestic Gasoline Market by Rendering Firms Dependent on Foreign Compo 
nents Effectively Incapable of Participating in the Market.

IV. This Problem Can Be Resolved Adequately and Equitably By Enacting H.R. 
4232 and the Administration's Proposal, Modified to Exclude from Its Coverage 
Straight-run Naphtha (TSUS Item 475.35) and the Products Covered By H.R. 4232. 
(A copy of the letter containing this proposal is attached.)

THE U.S. TRADE REPRESENTATIVE,
Washington, DC, May 23, 1984. 

Hon. DAN ROSTENKOWSKI, 
Chairman, Committee on Ways and Means, 
Washington, DC.

DEAR DAN: This is in response to your requests for comments on H.R. 4232, a bill 
to clarify the classification of naphthas and H.R. 5455, a bill to clarify the classifica-

1 A copy of this letter is attached for the Subcommittee's convenience.
* Attached for the convenience of the Committee is a topical summary of this testimony and 

the recommendations contained therein This attachment also include., other information which 
the Committee has requested.
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tion of unfinished gasoline. These bills would have the effect of decreasing the tar 
iffs on certain motor fuel blending stocks which are currently classified as chemical 
mixtures.

H.R. 4232 is intended to lower the tariff rate applicable to gasoline blending 
stocks which contain greater than 5 percent dutiable benzenoid chemicals by 
weight, the so-called "catalytic naphthas." These materials may contain up to 10 or 
15 percent dutiable benzenoids covered under part 1 of Schedule 4 of the Tariff 
Schedules of the United States (TSUS), but are not economical to process for chemi 
cal use. Rather, they are usually blended directly into the gasoline pool because of 
the octane-enhancing properties of the benzenoid (aromatic) component. Since they 
exceed the 5 percent limit on benzenoid content and do not moU the definition of 
any of the petroleum products specified in headnote 1 of part 10 of Schedule 4 of the 
TSUS, they are subject to the much higher tariff levels of part 1

H.R. 5455 is intended to modify the classification of gasoline .mports which do not 
meet current U.S specifications for gasoline but which can be blended with other 
components tu meet these specifications. Since there is no other classification in 
part 10 of Schedule 4 of the TSUS (petroleum products) which covers such imports, 
they fall under the more general provisions in part 2 of Schedule 4 and are dutiable 
at higher rates as chemical mixtures.

The Administration does not object to the intent of H.R. 4232 and H.R. 5455. Both 
bills are intended to correct anomalies in which an intermediate product is dutiable 
at a Mfher rate than the finished product manufactured from it. Such a situation 
discourages the processing of these intermediate materials and consequent adding of 
value in the United States. However, the combined effect of H.R. 4232 and H.R. 
5455 would be to create another anomaly in which higher-octane, gasoline blending 
stocks would be dutiable at the lowest petroleum rate and lower-octane blending 
stocks would be dutiable at the highest rate. This distorts the normal relationship 
between high- and low-octane motor fuel blending stock in refining economics. We 
believe it would be more appropriate to establish a single classification for all motor 
fuel blending stock with a tariff set at the same rate as that for motor fuel.

Consultations have been held among the agencies concerned with this situation as 
well as with technical experts from industry in order to reach a consensus on the 
best approach to the problem. Based on these consultations, the Administration sug 
gests establishment of a new tariff line (item 475.27) to be called "motor fuel blend 
ing stock", dutiable at 1.25 cents per gallon, the same rate as that applied to motor 
fuel (item 475.25). Headnote 1 to part 10 of TSUS Schedule 4 would be amended by 
adding "motor fuel blending stock" to the list of products which may contain up to 
25 percent benzenoid chemicals under the petroleum headings. Headnote 2 would be 
amended by adding the following definition of motor fuel blending stock:

"(c) 'Motor fuel blending stock' (item 475.27) is any product derived primarily from 
petroleum, shale oil, or natural gas, whether or not containing additives, which is 
chiefly used for direct blending in the manufacture of motor fuel."

These modifications will pro'-'de an effective resolution of the problems which 
H.R. 4232 and H.R. 5455 were designed to address. A proposal for these and other 
conforming changes to part 10 of Schedule 4 of the TSUS have been provided to the 
Committee staff. The Departments of Commerce, Energy, and Treasury, the Cus 
toms Service, and the U.S. International Trade Commission concur in this proposal.

The Office of Management and Budget advises that they have no objection to the 
presentation of these comments from the standpoint of the Administration's pro 
gram. - - 

Very truly yours?
WILLIAM E. BROCK.

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,

Washington, DC, June 4, 1984. 
Hon. SAM GIBBONS,
Chairman, House Subcommittee on Trade, 
Washington, DC.

DEAR MR. CHAIRMAN: It is my understanding that the U.S. Trade Representative 
(USTR), vVilliam Brock, has contacted your Subcommittee regarding my bill, H.R. 
4232, to amend the tariff schedules of the United States to clarify the classification 
of any naphtha described as both a petroleum product and a benzenoid chemical. I 
am writing to strongly oppose the modifications in this legislation as recommended 
by USTR.
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In introducing this legislation, I sought to correct an anomaly in current tariff 
laws by which intermediate products, like catalytic naphtha and akylates, are as 
sessed a higher rate of duty than finished products, namely finished gasoline. The 
present, higher tariff on catalytic naphtha derives from its benzenoid content., even 
though the product itself is not broken down by users for the benzenoid component. 
H.R. 4232 takes the logical approach that naphthas which may contain a negligible 
amount of benzenoids, but which are also petroleum products used as gasoline 
blendstocks, should be assessed at the same duty rate as is pure naphtha, $.0025 per 
gallon. USTR's proposed changes—in an effort to correct problems that have arisen 
with off-specification gasoline-^not only ignores this logic, but actually aggravates 
the problems which my legislation attempts to correct.

By making gasoline blendstock components dutiable at the same rate as finished 
gasoline, financial incentives for exporting countries to ship these products to the 
U.S.market will disappear. If the tariff on finished gasoline were the same as that 
on unfinished motor gasoline components, it would be more advantageous for for 
eign refiners to export only finished gasoline, which they already pioduce more 
cheaply than our own refiners, to the detriment mainly of independent gas produc 
ers. As I'm sure you are aware, generally only large U.S. gasoline refiners produce 
these intermediate substances, but they are unwilling to sell blendstocks like cata 
lytic naphtha and alkylate to independent oil companies and gasoline blenders. The 
proposal being made by USTR could, therefore, effectively choke off the foreign im 
ports while doing nothing to encourage large refiners to open up the domestic 
market, thereby seriously threatening the continued viability of small, independent 
refiners competing in the marketplace. In the end, it will be the American con 
sumer that will suffer from the lack of competition.

I believe that USTR's proposal will also exacerbate another major problem with 
current tariff laws which my bill seeks to correct. As stated above, catalytic naph 
tha is now subject to a ridiculously high duty because of its benzenoid content, de 
spite the fact that it is not economically viable to break down the benzenoid compo 
nents for sale by themselves. Apparently, Customs assigned the higher duty rate 
based on benzenoid content, ignoring the end-use of this product as an intermediate 
gasoline blendstock. By lumping together all motor fuel blendstocks into a single 
definition as "materials chiefly used in direct blending and the manufacture of 
motor gasolines," I can foresee endless administrative questions arising. Not only 
will the U.S. Customs Service have to determine "chief use," but such a definition 
will also further add to a problem of basing tariffs on components rather than on 
end-use. For example, light naphtha is often, but not solely, imported for motor gas 
oline blending, and Customs officials would again face the difficulty of determining 
whether light naphtha would be defined as naphtha and dutiable at $.0025 or as 
motor fuel blending stocks, dutiable at $.0125. Other, similar products would be 
equally hard to classify. Under my bill, on th. other hand, this type of substance is 
clearly defined and dutiable at a reasonable rate, based on the concept of end-use.

Again, I strongly urge your Subcommittee's approval of H.P 4232 without modifi 
cation, sorfhat logical clarification of our tariff laws in this area can finally be 
achieved to the benefit of our nation's already threatened, independent refiners and 
gasoline blenders. Thank you for your attention to this matter, and with every good 
wish, I am

Sincerely,
JACK BROOKS.

STATEMENT OF JACK A. BLUM, GENERAL COUNSEL, 
INDEPENDENT GASOLINE MARKETERS COUNCIL

Mr. BLUM. Mr. Chairman, I have a prepared statement which I 
would like to have made part of the record. I would like to high 
light the key points in my testimony. Before 1981, prior to decon 
trol by the Reagan administration, there were no gasoline imports 
because the U.S. market price level was controlled below the world 
price level, so the issue simply was not on the table.

Following 1981, there began to be some imports of product to the 
United States, particularly from countries like the People's Repub 
lic of China, which doesn't have many cars but needs the heavy 
fuel oil, and it becomes an ideal item of export trade for them, and

30-600 0-85-49
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it is a big dollar earner which allows Americans who want to sell 
goods in China to be able to get dollars back for those goods.

The trade is not tremendously significant in terms of our overall 
gasoline demand, but it is significant to the Chinese. It is also sig 
nificant to members of our association who are independent mar 
keters and terminal operators that they have access to world mar 
kets and be able to blend stocks from other countries in the event 
they can't get supply at a reasonable price here.

Now, the anomaly of what Customs did back at the beginning of 
the year is just hard for us to understand. If the tariff on a finished 
product, gasoline, is 1.25 cents a gallon, how can the blend stocks 
be put in protective categories designed to protect manufacturers of 
aromatic chemicals, and that is exactly what Customs decided to do 
in a very surprising turnabout.

Chairman GIBBONS. Didn't you all have any notice of that?
Mr. BLUM. Not really. We found out about it as liquidations were 

proposed and we really didn't have notice.
Chairman GIBBONS. What is your theory about how that hap 

pened?
Mr. BLUM. Well, we think that there had been some testing of 

product and it was below specification and there was, during the 
summer, a change in the ASTM standard for gasoline, so it may be 
that they simply decided you don't meet the specification, we are 
now testing it, therefore, we are going to apply the new ASTM 
standard and charge you a different tariff rate, out that it was an 
embarrassment to the administration and indeed the Customs 
Service, itself, rapidly became clear.

The day this became public was the day the President landed in 
China to talk about trade and having just clobbered him on textiles 
and gotten into other difficulties, this was really not an additional 
piece that the administration needed. The administration proposal 
is heartily ccncurredjn by the State Commerce and Trade Repre 
sentative as well as everybody else in Government who has any 
thing to do with it/ '

Now, what we are looking at here are two things that are equal 
ly anomalous, and I want to address myself to them. The Brooks 
bill, which has been talked about by the subcommittee-:—

Chairman GIBBONS. Let me ask you, did Customs do this on their 
own motion?

Mr. BLUM. No petition was filed as far as we can tell.
Chairman GIBBONS. H is spontaneous combustion down there?
Mr. BLUM. Yes; we think so. It may be that there are other 

people who can address that better.
Chairman GIBBONS. We may need to look at their procedures a 

little more closely.
Mr. BLUM. Indeed, we not only asked them to check their own 

procedures, bat we said, "Isn't there some way you can approach 
things more rationally, because here you want to tax a blend stock 
as a petrochemical, which is under a tariff designed to protect the 
petrochemical industry when you know perfectly well it is going to 
be used as motor fuel." It is a lesser component of something 
coming in at a 1.25 tariff, and that is just crazy.

Well, now we have the further anomalous situation. Mr. Brooks 
has offered a bill which is perfectly noncontroversial, certainly as
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far as we are concerned, to take some of those gasoline blend stocks 
and refer to them as chemicals; naphthas which can come in at a 
quarter of a cent. There has been no protest, as far as I know, to 
the committee about bringing in those catalytically reformed naph 
thas at a quarter of a cent. They are one of the possible compo 
nents that we would bring in for blending. They don't have to be 
refined further, and that is noncontroversial.

What we are saying is please put the rest of those blending com 
ponents in the 1.25 category, a penny and a quarter category, and 
keep us out of this aromatic chemical protection game.

We note with interest, and perhaps they will explain their point 
of view on all this in a minute, the refiners who think that this 
amendment shouldn't come to pass have not protested the Brooks 
change but seem to worry about just a select number of compo 
nents of gasoline and believe there ought to be more protection 
there.

Chairman GIBBONS. How did you happen to find out that they 
were about to change this?

Mr. BLUM. Because they sent notices to people who had imported 
cargos, and we gradually went into Customs and said "What the 
hell are you people doing?" And they came up and said, "Well, we 
decided it can't be used as a motor fuel until you do something to 
it. Ergo, it is not a motor fuel within the meaning of the tariff 
schedule; therefore, we have to classify it as a chemical com 
pound."

Chairman GIBBONS. Now I believe we hadn't been importing this 
very long because the price of gasoline had been fixed below the 
market I believe you said.

Mr. BLUM. Well, we have been importing it for 2.5 or 3 years. So 
they have a bit of experience, and it isn't exactly the first cargo, 
and this was not exactly a new issue for them because several 
people have, in fact, brought cases arguing that the blend stocks 
were naphthas rather than gasoline, seeking the quarter of a cent 
treatment that naphtha gets as opposed to the penny and a quarter 
for gasoline. So they knew about the controversy and the fact it 
was not on specification.

We think it may have to do with a summer change to ASTM 
standard, but why they waited from summer until January or Feb 
ruary to begin dealing with it, we don't know, and why they did it 
without really telling the industry in a kind of public noticed fash 
ion in the Federal Register, we simply don't know.

We went to them and we said, "Look, we want you to suspend 
your approach here based on prior consistent practice," and that 
request, we understand, is being looked at by the Customs Service 
right now for those cargos which have been brought into question.

But our request is this: Notwithstanding the claims of our good 
friends in the small refining industry with whom we compete, fair 
ness and common sense dictate that something that is brought into 
the country to be used to make gasoline ought to be taxed at least 
at the same rate as the gasoline itself.

And all that is going tc happen is if you create this situation, you 
cut us out of importing the blend stock, but the majors will either 
be able to get the finished gasoline or finish it themselves offshore,
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and we will be out of the loop as customers. And we think that 
that is anomalous and ridiculous.

And the other question is, if our friends in the reining industry 
are so opposed to our importing other blend stocks, v/hy are they 
perfectly willing to let naphtha in at a quarter of a cent a gallon?

Chairman GIBBONS. That is an interesting question. I don't know 
the answer to that at all.

Mr. BLUM. Well, we would be delighted to have them come up 
here and answer that.

There is a larger issue, Mr. Chairman, which I think is behind 
their concern, and it is an issue which is really not appropriately 
addressed in this context. The larger issue is the fact that around 
the world people are building large export refineries and we can 
see in 2 or 3 years that there will be substantial refining capacity 
overseas and substantial competition with the domestic industry 
from those foreign sources.

But that is really an issue that goes to the entire question of the 
tariff level for gasoline. It doesn t have to do with the Customs 
Service wandering off the ranch on the selection of imported blend 
stocks, and that is an issue which we will be prepared to debate 
when the issue is on the table. And then the issue will be finished 
product of all kinds.

[The prepared statement follows:]
STATEMENT OF JACK A. BLUM, GENERAL COUNSEL, INDEPENDENT GASOLINE

MARKETERS COUNCIL
My name is Jack Blum. I am the General Counsel of the Independent Gasoline 

Marketers Council, a trade association of non-branded independent retailers of 
motor gasloline. I am pleased to have the opportunity to appear before you to ad 
dress the issue of the tariff classification for imports of low octane gasoline. In par 
ticular, I refer to gasoline imported from the People's Republic of China. H.R. 5455, 
a bill to clarify the classification of unfinished gasoline, does not appear to ade 
quately resolve the problem. Further amendment to this bill is therefore warranted.

Gasoline from the PRC has entered the United States since 1981. This gasoline, as 
well as similar products from other foreign nations such as Mexico, have been clas 
sified as motor fuel under Tariff Schedules of the United States (TSUS) Item No. 
475.25. Under this classification, duties are assessed at the rate of 1.25 cents per 
gallon. The Customs classification of this item throughout this period has been es 
tablished and uniform. To our knowledge, imports of gasoline from ths FRC have 
never been classified under any other category. Now, however, the Customs Service 
proposes to reclassify this product as a chemical mixturs under Schedule 4, Part 2, 
Subpart E. The reationale is that the octane level of Chinese gasoline at the time of 
importation is below the standard for motor fuel set by the American Society of 
Testing and Material? (ASTM). In spite of its intended use as gasoline, certain addi 
tives must nevertheless be provided to this gasoline after ?ts importation into th3 
United States to meet U.S. specifications. As a result, the Customs Service is of the 
view that this product cannot be classified aa motor fuel.

Under the proposed new classification, the tariff rate for gasoline from the PRC 
would be assessed at 5% or the highest rate applicable to a component material. As 
some gasoline from the PRC contains tetra ethyl lead, with a duty rate of 11.1% 
gasoline imports from the PRC would be assessed at that higher rate. This rate is 
equal to approximately 8.5 cento per gallon.

Mr. Chairman, I don't need to explain to you what the impact would be of a duty 
increase of such dramatic magnitude. I am not exaggerating when I say that such a 
result will have a major impact on the ability of independent terminal operators 
and marketers to compete Aggressively with the large integrated major oil compa 
nies. The independent terminal operators and marketers of refined petroleum prod 
ucts are struggling to compete and to survive against the maior integrated oil com 
panies. These independents have been struggling to m&ti the competition at the 
retail level. Yet access to independent sources of product are absolutely critical to 
their ability to compete effectively. To be viable, the independents must have assur-
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ances of sufficient supply at a competitive price. Although not large, the supply of 
foreign gasoline keeps downward pressure on wholesale gasoline prices.

Many independent refineries rely, to a considerable degree, on the importation of 
intermediate feedstocks. These foreign sources of supply are essential to them as 
they attempt to meet major competition and deal with the high cost of crude.

The proposed tariff reclassification and the resulting large duty rate increase 
would be catastrophic. It would, in one administrative stroke, make imports of 
motor fuel blending stock uneconomical. Independent marketers would lose an im 
portant source of product. Prices at the retail level particulary would rise. But im 
ports of finished gasoline would continue at the old rate and the issues of protection 
of domestic refinery capacity will not have been dealt with equitably.

The proposed reclassification would also have very adverse effects on our bilateral 
trade relations with the PRC. Chinese exports of motor fual blend stocks to the 
United States constitutes its largest single category of exported product to the U.S. 
The PRC and other foreign nations, such as Mexico, will be hard pressed to compre 
hend the intricacies of Executive Branch action that permits one of its agencies to 
suddenly and dramatically disrupt trade in a principal export item. In all likelihood, 
such action will adversely impact on China's willingness to purchase U.S. exports. 
Our trade relations will deteriorate.

Mr. Chairman, we do not seek to lower the duty rates on imported gasoline. Nor 
do we seek protection from such imports. We only seek to maintain that duty rate 
structure which has consistently been applied to such product up until this time. It 
makes no sense to classify this product as a chemical mixture. It makes no sense to 
increase the duty rate nine hundred percent while continuing to allow the finished 
product to enter at the old rate. It makes no sense to dramatically cut off an impor 
tant source of supply for independent refiners and marketers who play such a vital 
role in maintaining price competitiveness of gasoline at the retail level. It makes no 
sense to antagonize the Chinese on an issue tnt makes no sense.

Mr, Chairman, we have no objection to the approach adopteo". in H.R. 5455. But 
this bill does not appear to resolve the classification problem for low octane gasoline 
such as that imported from the PRC and Mexico. We therefore urge you to consider 
amending this bill in the manner suggested by the Administration. Sach an amend 
ment would establish a new tariff category known as "motor fuel blending stock" 
and would cover any product that is chiefly used for direct blending in the manufac 
ture of motor fuel. We urge you to take this ection in.raediately 1 do not believe 
that I understimate the importance of correcting this* tariff classification problem 
now.

Thank you very much.
Chairman GIBBONS. Well, thank you v/ery much.
Mr. HALL. Mr. Chairman, f also presented a written testimony.
Chairman GIBBONS, We will include that in the record.
Mr. HALL. Thank you very much.
Chairman GIBBONS. Thank you.
Now we will hear the other side of the question, American Inde 

pendent Refiners Association. You seem to have a number of 
people with you, Mr. Langdon. Go right ahead, sir.
STATEMENT OF HARRY L. LANGDON, EXECUTIVE VICE PRESI 

DENT, TOSCO CORP., ON BEHALF OF AMERICAN INDEPENDENT 
REFINERS ASSOCIATION, ACCOMPANIED BY JOHN T. DOYL3, 
EXECUTIVE ASSISTANT TO THE VICE CHAIRMAN, ASHLAND 
OIL CO.; AND RAYMOND P. BRAGG, EXECUTIVE DIRECTOR, 
AMERICAN INDEPENDENT REFINERS ASSOCIATION
Mr. LANGDON. Mr. Chairman, my name is Harry Langdon. and I 

am executive vice president of Tosco Corp. I am testifying today on 
behalf of a broad cross-section of the U.S. petroleum independent 
refining industry. I am accompanied Jby John T. Doyle, who is exec- 
utix'e assistant to the vice chairman oi% Ashland Oil, and by Ray 
Bragg who is the executive director of the American Independent 
Refiners Association, AIRA. AIRA, which is the only trade associa 
tion which speaks exclusively for independent refiners, consists of
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28 members and accounts for nearly one-third of the Nation's inde 
pendent petroleum refining industry. And I might note here that 
Ashland Oil Co. is not a member of the AIRA, as was stated on 
your sheet.

Chairman GIBBONS. All right.
Mr. LANGDON. We appreciate this opportunity to present our 

views to the subcommittee. With the chairman's permission, 1 will 
make a brief statement on behalf of our panel and then each of us 
will be available to respond to any questions you may have. I have 
provided the subcommittee with copies of my prepared statement, 
which I request to be included in the record of these hearings. I 
would also request thnt the record be kept open for the receipt of 
some detailed supporting data which we are preparing but have 
not yet completed.

Chairman GIBBONS. When do you think that will be done?
Mr. LANGDON. I would hope by Friday afternoon, if not by 

Monday.
Chairman GIBBONS. We would certainly be happy to.
[The following was subsequently received:]
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American Indopondont R*fln«r» Association

June 25, 1984

The Honorable Sam Gibbons, Chairman 
House Subcommittee on Trade 
1111 Longworth House Office Building 
Washington, D. C. 20515

Dear Mr. Chairman:

Enclosed are attachments showing the dramatic increase 
in U. S. imports of gasoline and products since January 1983 
which was reported in our testimony to the Subcommittee on June 
21, 1984. To support our testimony that the ability of foreign 
refiners to undercut the U. S. refining industry is not a 
function of superior plants or greater operating efficiencies, 
a chart comparing the complexity and refining yields of U. S. and 
relevant foreign refining industries is also enclosed. The 
panel wishes to include this data in the hearing record.

In response to your request for any comments which AIRA 
might offer regarding the Brooks bill (H.R. 4232), a preliminary 
survey of the trade association's officers shows no support for 
the bill. At the time the Executive Committee of the Association 
voted to oppose the Glickjnan bill (H.R. 5455), the Brooks bill 
was briefly discussed but was not considered appropriate for a 
position by the Association in view of its apparent limited 
impact on association members.

Ver'1 truly yours,

Ray F/ Bragg, Jr 
Executive Director

RPBjr/jam 
Enclosures

114 Third Street. S.E. Washington. O.C. 20003 202/543-8811
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U. S. Imports* of Gasoline t Naphtha

1983

Jan.
Feb.
Mar.
Apr.
M*y
June
July
Aug.
Sep.
Oct.
Nov.
Dec.

(MB/D)

Leaded
Gasoline

80
54

115
159
188
113
115
78

118
94

106
88

Unleaded
Gasoline

9
17
28
56
50
59
71
87
52

149
85
65

Blending
Components

17
51
25
12
22
31
20
31
33
31
42
43

14
7

25
17
26
26
28
24
43
35
51
17

Total

120
129
192
244
285
228
234
220
245
308
284
217

1984

Jan. 
Feb. 
Mac. 
Apr.

112
153
182
162

81
69

100
83

20
62
74
54

9
57
37
58

220
341
392
357

Source: API Publication of DOE, ERA-60 data.

'Includes imports into 50 states only. Excludes imports from foreign trade 
cones.

1236R 
6/19/84
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ESTIMATED KEflMEUT YIELDS

Co*l»1ty

Product SUte

LK

fcpbtlw

iMdtd bsollnc
UnlMded fasollne

Jet A

Mitiiutt
Lov Sulfur Rtsld

High Sulfur teild

Other

Fuel

TOTAL

Price.. 
1/0 U)

18.27

30.24

30.76

31,50

32.34

31.92

28. SO

27, SO
30.05< 2 >

0 («

VALUE OF MOOUCTS, $/8

SPOT VTI, S/B

CftOSS HAR61N, J/6

U.S.

9.3

2

•

19

36

6

21

S

4

6

J£
109

30.52

30.05

0.47

Mtxlco

5.6

2

2

24

15

7

20

12

15

-

-5
105

29.47

30.05

(0.58)

Vtneiuelt
4.7

2

6

17

11

8

20

15

18

•

_7

104

29.07

30.05

(0.98)

lain
4.S

2

7

IS

10

8

20

19

IS

7

103

28.76

30.05

(1.29)

QllAt/

2.5

1

10

6

_
10

20

42

6

1

_i
101 •

28.59

30.05

(1.46)

1) U.S. 60If CMlt Spot 6-15-84, Mitts Ollgrim
2) Auuwd SMI it Uest T«xi$ 1nt«n«d1«te Ml) crude spot price
3) Consmd (n rtflnlng proem

EXPLANATION: The average complexity of the refining industries in
the respective countries was calculated using January 1, 1984 capacity
data as reported in the Oil and Gas Journal and the Nelson's "complexity
factor", which is generally accepted in the refining industry.
The average refined product yield for each country was estimated
by using typical yields for refineries of varying complexity.
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Mr. LANGDON. Petroleum refining is one of the Nation's basic 
manufacturing industries and is a major source of the energy 
which has fueled our national growth and economic development. 
The independent sector of this industry has provided important in 
novations and has supplied some markets which are not served by 
the major integrated oil companies. Independent refiners are the 
principal suppliers to independent marketers and retailers, thereby 
facilitating competition at the pump by providing consumers with a 
competitive alternative to the integrated majors.

As members of this important independent refining industry, we 
strongly oppose H.R. 5455 or any similar proposal to relax the 
tariff treatment of imported gasoline which is below U.S. specifica 
tions for use in internal combustion engines. The committee should 
recognize the complexity of this issue and its potential detrimental 
effect on the domestic refining industry. Reducing the duty on sub- 
specification imports would encourage further imports of this mate 
rial at a time when a significant portion of the industry is in eco 
nomic difficulty and faces further investment to produce gasoline 
that will meet probable tightening of U.S. standards.

Imports of gasoline and gasoline blending components have more 
than tripled since January 1981, and imports during the first quar 
ter of this year were more than double the volume during the same 
period last year. At the time of decontrol, gasoline imports were 
about 100,000 barrels a day, coming in primarily from free trade 
zones. The subsequent sharp increase in imports has occurred 
while the U.S. refining industry has been operating at well below 
75 percent of capacity and petroleum demand is down substantially 
from historic levels. Although published import statistics do not 
normally distinguish subspecification gasoline from other gasoline 
and gasoline components, it would appear that subspecification ma 
terial is contributing significantly to the growing problem of gaso 
line imports.

In effect, these mounting imports are resulting in the exporta 
tion of domestic refining capacity. If the trend continues, the abili 
ty of this Nation to meet its own product demand will be substan 
tially impaired, and we could find ourselves as dependent on im 
ported products as we have become dependent on imported crude 
oil, a condition which would give the Nation even less flexibility to 
deal with crude oil shortages. In economic terms, each barrel of 
gasoline imported into the United States backs out a barrel of do 
mestically refined gasoline, with a consequential loss of jobs and 
income.

I want to emphasize that the current trend of increasing gasoline 
imports is not the result of an obsolete and complacent domestic 
industry being outstripped by modern and aggressive foreign com 
petitors. On the contrary, the U.S. refining industry is the most so 
phisticated and efficient in the world. It has invested in modern 
and sophisticated facilities which are far superior in complexity 
and conversion capability to the relatively simple refineries in the 
principal exporting countries.

Foreign refineries, on the other hand, typically reflect a much 
lower investment in facilities designed primarily to produce heav 
ier fuel oil products. Subspecification gasoline is produced princi 
pally as a byproduct of these relatively simple refineries in coun-
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tries where the primary fuel requirements are distillates and fuel 
oils, not gasoline. This creates a strong motivation to sell the sur 
plus gasoline abroad at whatever price is necessary to assure a 
market. In addition, the products from foreign plants do not carry 
the high cost of U.S. labor rates and U.S. standards for health, 
safety, and environmental protection.

In summary, we oppose H.R. 5455 and the related proposals be 
cause they do not address the critical U.S. trade policy issues which 
are involved. These issues are the level of national dependency on 
imported petroleum products which is acceptable and the extent to 
which the United States is willing to encourage the importation of 
undervalued products from substantially less efficient foreign refin 
ers at the expense of highly efficient, sophisticated domestic refin 
ers which must obtain a realistic return on petroleum products 
they produce.

Before we close, we would like to point out a few inaccuracies 
that were made in the testimony this morning.

[The prepared statement follows:]
SVVTEK. »T OF HARRY L. LANGDON ON BEHALF OF THE AMERICAN INDEPENDENT

REFINERS ASSOCIATION
Mr. Chairman and Members of the Subcommittee, my nane is Harry L. Langdon, 

and I am Executive Vice-President of Tosco Corporation. I am testifying today on 
behalf of a broad cross-section of the independent U.S. petroleum refining industry. 
I am accompanied by John T. Doyle, who is Executive Assistant to the Vice-Chair 
man of Ashland Oil, Inc., and by Raymond F. Bragg, who is Executive Director of 
the American Independent Refiners Association [AIRAj. AIRA, which is the only 
trade organization which speaks exclusively for independent refiners, consists of 28 
member companies and accounts for nearly one-third of the Nation's independent 
petroleum refining industry.

We appreciate this opportunity to present our views to the Subcommittee. With 
the Chairman's permission, I will make a brief statement on behalf of our panel and 
then each of us will be available to respond to any questions you may have. I have 
provided the Subcommittee with copies of my prepared statement, which I request 
to be included in the record of these hearings. I would also request that the record 
be kept open for the receipt of some detailed supporting data which we are prepar 
ing but have not yet completed.

Petroleum refining is one of the Nation's basic manufacturing industries and is a 
major source of the energy which has fueled our national growth and economic de 
velopment. The independent sector of this industry has provided important innova 
tions and has supplied some markets which are not served by the major integrated 
oil companies. Independent refiners are the principal suppliers of independent mar 
keters and retailers, thereby facilitating competition at the pump by providing con 
sumers with a competitive alternative to the intergrated majors.

As members of this important independent refining industry, we strongly oppose 
H.R. 5455 or any similar proposal to relax the tariff treatment of imported gasoline 
which is below United States specifications for use in internal combustion engines. 
The Committee should recognize the complexity of this issue and i<s potential detri 
mental effect on the domestic refining industry. Reducing the duty on sub-specifica 
tion imports would encourage further imports of this material at a time when a sig 
nificant portion of the industry is in economic difficulty and faces further invest 
ment to produce gasoline that will meet probable tightening of U.S. standards.

Imports of gasoline and gasoline blending components have more than tripled 
since January 1981, and imports during the first quarter of this year were more 
than double the volume during the same period last year. This sharp increase in 
imports has occurred while the U.S. refining industry has been operating at well 
below 75 percent of capacity and petroleum demand is down substantially from his 
toric levels. Although published import statistics do not normally distinguish sub- 
specification gasoline from other gasoline and gasoline components, it would appear 
that sub-specification material is contributing significantly to the growing problem 
of gasoline imports.
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In effect, these mounting imports are resulting in the exportation of domestic re 

fining capacity. If this trend continues, the ability of this Nation to meet its own 
product demand will be substantially impaired and we could find ourselves as de 
pendent on imported products as we have become dependent on imported crude oil, 
a condition which would give the Nation even less flexibility to deal with crude 
shortages. In economic terms, each barrel of gasoline imported into the United 
States backs out a barrel of domestically refined gasoline, with a consequential loss 
of jobs and income.

In competitive terms, increased penetration by imports into the domestic market 
is having a particularly adverse impact on independent refiners. Gasoline importers 
sell primarily to independent marketers, which are the traditional customers of the 
non-integrated refining sector. Our experience indicates that a significant portion of 
the traditional gasoline market of independent refiners has now been lost to import 
ed products.

I want to emphasize that the current trend of increasing gasoline imports is not 
the result of an obsolete and complacent domestic industry being outstripped by 
modern and aggressive foreign competitors. On the contrary, the U.S. refining in 
dustry is the most sophisticated and efficient in the world. It has invested in 
modern and sophisticated facilities which are far superior in complexity and conver 
sion capability to the relatively simple refineries in the principal exporting coun 
tries. These investmem \ have been necessary to meet the domestic demand for pre 
mium light products and to comply with stringent U.S. environmental standards.

Foreign refineries, on the other hand, typically reflect a much lower investment 
in facilities designed primarily to produce heavier fuel oil products. Sub-specifica 
tion gasoline is produced principally as a by-product of these relatively simple refin 
eries in countries where the primary fuel requirements are distillates and fuel oils, 
not gasoline. This creates a strong motivation to sell the surplus gasoline abroad at 
whatever price is necessary to assure a market. In addition, the products from for 
eign plants do not carry the high cost of U.S. labor rates and U.S. standards for 
health, safety, and environmental protection.

Sub-specification components are sold primarily in the U.S. leaded gasoline 
market and must contain lead or have lead added in order to burn adequately in 
gasoline engines. Domestic refiners, on the other hand, have made substantial in 
vestments to upgrade their plants in order to produce unleaded gasoline which satis 
fies U.S. environmental standards. It would be a serious mistake U> encourage the 
importation of leaded gasoline, to the economic disadvantage of domestic refiners, 
when many of these same refiners must make substantial additional investments to 
meet stringent U.S. limits on the amount of leaded fuel they produce.

For all of these reasons, we must express our strong opposition to H.R. 5455 or 
any other proposal to the extent it would reduce the duty on sub-specification prod 
ucts which are not suitable for use as motor fuels. While H.R. 5455 purports to be 
only a "clarification," it would in fact constitute a major departure from the current 
tariff treatment of gasoline imports and would pose an increased threat to the con 
tinued viability of independent U.S. refiners.

Similarly, the proposal to apply the relatively low motor fuel duty to all gasoline 
blend stocks would also aggravate the competitive inequity facing U.S. refiners by 
encouraging imports of sub-specification materials. This proposal ignores the differ 
ences in market factors and economic conditions which enable foreign refiners to 
undercut the U.S. industry. Furthermore, advocates of this change have erroneously 
asserted that a lower tariff on low-octane "intermediate materials" would allow 
value to be added by U.S. refiners. In fact, most imported blend stocks are not sub 
jected to further processing in the United States but are merely upgraded through 
the use of additives.

In summary, we oppose H.R. 5455 and the related proposals because they do not 
address the critical U.S. trade policy issues which are involved. These issues are the 
levels of national dependency on imported petroleum products which is acceptable 
and the extent to which the U.S. is willing to encourage the importation of under 
valued products from substantially less efficient foreign refiners at the expense of 
highly efficient, sophisticated domestic refiners which must obtain a realistic return 
on petroleum they produce.

SUMMARY
A broad cross-section of the U.S. independent petroleum refining industry strong 

ly opposes H.R. 5455 or any similar proposal to relax the tariff treatment of import 
ed gasoline which is b low U.S. specifications for use in internal combustion en-
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gines. Sub-specification materials appear to be contributing substantially to the 
growing problem of gasoline imports.

In recent years a sharp increase in gasoline imports has occurred while the U.S. 
refining industry has been operating at well below 75 percent of capacity and petro 
leum demand is down substantially from historic levels.

These mounting imports are resulting in the exportation of domestic refining ca 
pacity and could impair the ability of the Nation to meet its own product demand. If 
this trend continues, we could find ourselves as dependent on imported products as 
we have become dependent on imported crude oil, a condition wh.ch would give the 
Nation even less flexibility to deal with crude oil shortages.

The ability of foreign refiners to undercut the U.S. industry is not a function of 
superior plants or greater operating efficiencies. In fact, the U.S. industry has in 
vested in modern facilities and technology in order to meet the domestic demand for 
premium light products and in order to comply with stringent U.S. environmental 
standards. Foreign export refineries typically reflect a lower investment in facilities 
to make heavier fuel oil products for local markets, allowing surplus by-product gas 
oline to be imported to the United States at whatever price will assure a market.

H.R. 5455 and the related proposals inadequately address critical U.S. trade policy 
issues. The issues are what level of U.S. dependency on imported petroleum product 
is acceptable and to what extent the U.S. is willing to support and encourage the 
importation of undervalued products produced by substantially less efficient foreign 
refiners at the expense of highly efficient, sophisticated U.S. refiners which must 
obtain a realistic return on petroleum products produced.

Mr. BRAGG. Mr. Chairman, I was interested in noting the com 
ments that were made by the administration panel regarding the 
majority support that the proposals had in both the major oil in 
dustry and the independents. I am delighted to learn that it is a 
noncontroversial issue and that the industry supports it.

I wonder why in the world we were sitting here as a panel 
coming up to testify against it. That simply is not true. A broad 
cross-section of the independent refineries is very much opposed to 
Mr. Glickman's amendment.

Chairman GIBBONS. How about to Mr. Brooks'? Are you familiar 
with Mr. Brooks'?

Mr. BRAGG. The focus that we made was on the Glickman 
amendment because it appeared to have the most traumatic eco 
nomic impact on this industry. We have not, in the short time that 
we have had to prepare for this hearing, had an opportunity to ex 
amine the Brooks amendment.

If the chairman would like, we would be happy to do that and 
get back to him at some time in the future.

Chairman GIBBONS. I have been told that Brooks seemed to be 
noncontroversial, and I frankly don't know the difference, and if it 
is just because you haven't examined it, I certainly can respect you 
for not being prepared to talk about it. We would always like to 
solve problems, and we like to solve them as best we can and as 
intelligently as we can.

Mr. LANGDON. Well, we are representing some 30 companies, so 
it will take some time.

Chairman GIBBONS. I understand, and each one of them may 
hava a slightly different view of the situation. So just do the best 
you can on that, and let us know as quickly as you can.

[The information appears on p. 763.]
Mr. LANGDON. Another point this morning. We understood that 

the administration stated that the current tariff treatment discour 
ages domestic producers, and we believe they mean by producer a 
domestic refiner, and that just is not so because the material that
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is coming in is not used in the refining process. It is strictly used in 
blending by others, so it is not used at all by us.

Mr. DOYLE. Mr. Chairman, with your permission, I too would like 
to address a couple of inaccuracies, or at least misch&racterizations 
of the problems.

Chairman GIBBONS. Fine. You are Mr. Doyle of Ashland, is that 
correct?

Mr. DOYLE. That is correct.
This morning one of the administration witnesses characterized 

5455 as simply a technical correction that would return us to the 
status quo. I think from what you have heard so far this morning 
and this afternoon, there is quite a bit of confusion on what is the 
status quo. What he did say was that 5455 would return us to a 
tariff on these blend stocks of 1.8 percent. I don't think you will 
find that figure in the tariff schedule. -

I assume what he means is 1.25 cents a gallon, which at today's 
prices or today's value, that would come out to about 1.8 percent; 
1.25 cents a gallon is the duty on finished gasoline, and we are 
talking about subspecificationed stocks.

Chairman GIBBONS. You are talking about essentially an unfin 
ished product?

Mr. DOYLE. Right.
The Commerce Department witness went on to say later on that 

it was never the intent to duty these unfinished gasolines at the 
same level as finished gasoline. So I wanted to make that correc 
tion that I think it does misstate the problem, and I hope you will 
understand the point we a*«rtrymg-to make.

Second, I think it is important to point out that prior to this 
change in Customs Department practices, there were relatively 
small amounts of imports. There were some, but it has grown sub 
stantially in recent months, and that is what we are concerned 
about, and there are indications that as these export refineries off 
shore come onstream, the problem will be even greater.

Chairman GIBBONS. Let me ask you. Did you all suggest to Cus 
toms that they ought to look at their classification on this product? 
Were you in contact with them?

Mr. LANGDON. I can only speak for Tosco and Tosco did not.
Chairman GIBBONS. How about the association, any written, 

verbal, or oral communication? Any other contacts?
Mr. BRAGG. We have had some oral discussions with members of 

the administration. I have not talked with any Customs officials.
Chairman GIBBONS. What I am worried about, of course, is that 

free speech is a right guaranteed under the Constitution, and that 
is perfectly all right. I am not making any accusations, but we 
have had it raised before in these hearings, and perhaps it is my 
fault that we haven't paid more attention to it, that Customs can 
get pretty informal about the way they change some of these classi 
fications around, and that is beginning to worry me. I have run 
into it before.

I was just wonder-ing if you all had made any kind of oral repre 
sentation to the people that make these decisions. I am not going to 
embarrass you or anybody else by asking you who you talked to or 
anything else?
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Mr. BRAGG. I will be happy to tell you, I spoke with some of the 
administration officials that are here in the room today, but it was 
after the Customs Service changed its policy.

Chairman GIBBONS. Ordinarily, Customs, I don't think pays that 
much attention to—the type of import, to them an import is an 
import. They look at it pretty closely before they radically changed 
the duty on a product, and I just wondered what g t them going on 
that question.

Mr. BRAGG. I understand your interest. I would say all of my dis 
cussions and all of the Trade Association discussions were held 
after the Customs people changed their classification. To my 
knowledge, the Trade Association had no discussion with Customs 
officials prior to that decision.

Chairman GIBBONS. You are not aware of anybody else's discus 
sion?

Mr. BRAGG. No, sir, I am not.
Chairman GIBBONS. We have to sort of decide it was spontaneous 

combustion over at Customs, I guess. Maybe before we let them 
have any more of those kinds of spontaneous combustions, we 
ought to put some kind of restraint on them because they could 
just as soon change these things the other way around.

What I am interested in is that people have an opportunity to 
come in and be heard more than the actual decision. The process is 
something that worries me as much as the actual decision. If you 
have got a bad process, you can get bad decisions both ways.

Mr. BRAGG. I think the Trade Association will support you in 
that view, Mr. Chairman. We would like to make sure that the 
process is open and as much as anybody since it obviously influ 
ences the members.

Chairman GIBBONS. Well, this is just the second case recently 
that I have run into this thing.

Well, thank you very much for your testimony. I appreciate it.
All right, we will next go to Congressman Wyden.
Ron, if you would come forward, we would be happy to hear you 

now. I notice you have with you some Port of Vancouver officials 
and some officials of Pacific Northwestern International Trade As 
sociation and Columbia River Customs Brokers and Forwarders As 
sociation. You may lead off.

STATEMENT OF HON. RON WYDEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON

Mr. WYDEN. Thank you very much, Mr. Chairman. With your 
permission, they will come forward at this time.

Mr. Chairman, I want to thank you for your graciousness in in 
cluding us in this hearing today. I know that the schedule of the 
subcommittee is extremely busy, that you have been dealing with 
steel and a variety of other extremely complicated matters and I 
just want to tell you how much I appreciate this.

Chairman GIBBONS. We have got a full workload and unfortu 
nately we had a better attendance this morning than we do in the 
afternoon. I don't know what happens around here in the after 
noon, unless the members are raptly paving attention to the debate 
on the floor right now. That's a problem we have.
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Mr. WYDEN. It is much appreciated, Mr. Chairman. I also want 
to say that the staff has been extremely helpful as well.

H.R. 5625 is a commonsense low-cost initiative that will stream 
line the Customs bureaucracy, save time and money for shippers 
and traders operating on and near the Columbia and Snake Rivers 
and identify the Columbia-Snake River system for what it truly 
is—a unique trading and transportation system.

The Columbia-Snake River system is a navigable waterway ex 
tending 465 miles inland from the Pacific Ocean. The system runs 
through Oregon, Washington, and Idaho but serves the transporta 
tion needs of a much larger area extending throughout the North 
west and into the Midwest, the Northeast and the Southeast por 
tion of the United States and Canada.

This legislation is necessary because the Customs Service has 
carved our region into three customs districts, reporting to two dif 
ferent customs regions—Los Angeles and Chicago. To look at the 
current customs districts map, one would think that the ports of 
the Columbia-Snake system have no more connection with each 
other than New York City has with Portland.

Unfortunately, as we will demonstrate today, that is not the 
case. The port districts and trading areas along the system are in 
delibly intertwined. Fifty percent of the export grain coming from 
Lower Columbia River elevators is shipped by barge.

About 40 percent of the petroleum products received at Portland 
are shipped upriver by barge. Nearly 30 percent of the Lower Co 
lumbia container volume moves to or from those ports by barge on 
the shallow-draft portion. In fact, except for a few experimental 
runs on the Mississippi, the Columbia-Snake system is the only 
U.S. shallow-draft waterway handling barged containers.

With the obvious interaependency among the system ports, I 
have not been able to get a satisfactory answer to the simple ques 
tion of,

Why should the Port of Lewiston, just over the eastern Washington border in 
Idaho, be a part of the Great Falls District and Chicago Region, when the Port of 
Clarkston, which is directly opposite Lewiston on the Washington side of the Snake 
River, reports and answers to the Seattle District?

The simple fact is that current customs district boundaries com 
pletely ignore the natural geographic boundaries and commercial 
cargo routes of the Columbia-Snake system.

And this is not just an academic problem. It is creating extra 
work for customs officials, which causes delays for shippers and 
producers, which costs the Government and the private sector 
money.

Let me provide a specific example. A shipment of grain is im 
ported from Canada. It is loaded on barges at the Port of Lewiston 
in Idaho and then shipped downriver, where it will be inspected 
and cleared in Portland. But there is one problem. The Port of 
Lewiston is in the Great Falls District and the Chicago region. So 
Portland customs officials must spend time coordinating the ship 
ment's documentation with Great Falls customs officials.

Obviously, such bureaucracy is illogical and unnecessary. We 
think the Columbia-Snake system needs and deserves a customs 
district that will cut down on bureaucracy, thus saving the Govern 
ment and the private sector money, that can serve as a new mar-
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keting tool for exporters throughout the West seeking to tap Pacif 
ic Rim markets, and that will recognize the area as a unique trade 
zone and transportation system. H.R. 5625 will achieve these goals.

Finally, I would note that H.R. 5625 has garnered widespread 
and bipartisan support among my Northwest colleagues. All the 
members representing the proposed new district—Congressman 
AuCoin, Congressman Foley, Congressman Robert Smith, Congress 
man Bonker, Congressman Morrison, Congressman Craig and Con 
gressman Hansen have all cosponsored this measure. In addition, 
Congressman Mike Lowery, who represents the Seattle area, is also 
a cosponsor.

I want to wrap up with one more point, Mr. Chairman. I was not 
here but as I understand it this morning customs officials said that 
their ^nain argument about this bill was there are two ports of 
entry on the Canadian border. They contend, apparently that given 
East Port and Port Hill, the two ports on the border, that if, as we 
do in the legislation, create the port of entry in Boise, that some 
how that would be confusing and inconvenient.

I feel very strongly, Mr. Chairman, that that argument just is 
not correct. There are several reasons why it is not correct. First is 
that these would be different kinds of ports. East Port and Port 
Hill essentially are border-control types of ports. We are talking es 
sentially about Boise's trade activities being focused to the west. I 
would also point out that we have the complete support of the 
elected officials in Idaho—the Lieutenant Governor, the Governor, 
and the entire Idaho congressional delegation. I would like to make 
as part of the record a letter from David H. Leroy, the Idaho Lieu 
tenant Governor, who is chairman of the Idaho District Export, 
Council, Mr. Chairman.

Chairman GIBBONS. I will be glad to put that in.
Mr. WYDEN. I thank you for that courtesy. This letter and the 

support of the Idaho delegation make a clear point. I don't think 
you would see all the elected officials from Idaho and the Members 
of Congress and the Governor and the Lieutenant Governor sup 
porting this legislation so strongly if Customs was right, if this ini 
tiative would cause confusion and if it would prove to be inconven 
ient.

You wouldn't see those key Idaho officials supporting it if their 
federal employees or their businesses were to run into confusion. 
So I disagree, Mr, Chairman, with that point that was made by the 
Customs people.

I will wrap up my statement, Mr. Chairman. We are very fortu 
nate to have three well-respected leaders in the Northwest trade 
maritime communities who have come here today to further ex 
plain the need for this legislation. On my right is Mr. Gary Con- 
kling, Government Relations Director for Textronix, Inc., and 
President of the Pacific Northwest International Trade Association.

We ought to have the record show Mr. Conkling is my former ad 
ministrative assistant, so I'm very partial to his views and the 
record might reflect that. On my immediate right, Mr. Newman of 
the Newman-Wilson Co., a leading freight forwarding operation. 
And on my left is Mr. Benson Murphy, the executive director of 
the Port of Vancouver, WA.
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Mr. Chairman, thank you again for providing this opportunity to 
consider this legislation which is a high priority for me, and I will 
now turn to my friends here for their insights.

Chairman GIBBONS. Let me talk about the leadership in pulling 
all this together before you start. I understand that the customs 
folks don't particularly care for Members of Congress to get in 
volved in these issues, and I pointed out that the Port of Tampa 
district was created in 1859 by an act of Congress, so it's not un 
precedented to have this happen. I was not here at that time. 
That's how it came about. There was a petition before the Florida 
Legislature, and you are to be commended for doing this. This is 
not something we have been doing recently, but we may have to 
get back to it. I want to commend you for the help you give us 
always.

I would say to Mr. Conkling, your former colleague: I hope you 
do as well as mine did. I won't tell you how much money he made 
last year, but he sure makes me look like a pauper. So good luck.

Go right ahead, sir, with the other witnesses.
Mr. WYDEN. Why don't we begin with Mr. Conkling and go right 

down the line.
STATEMENT OF GARY L. CONKLING, MANAGER, GOVERNMENT 

RELATIONS TEKTRONIX, INC., AND PRESIDENT, PACIFIC 
NORTHWEST INTERNATIONAL TRADE ASSOCIATION
Mr. CONKLING. Thank you, Mr. Chairman. I perhaps ought to get 

the aa Jress of your former administrative assistant; I'm not doing 
that well.

Chairman GIBBONS. It just takes a little time. Be patient.
Mr. CONKLING. For the record, my name is Gary L. Conkling. I'm 

manager of government relations for Tektronix, Inc., located in 
Beaverton, OR. I am apppearing here today in support of H.R. 5625 
as President of the Pacific Northwest International Trade Associa 
tion, which is known as PNITA.

PNITA is a protrade policy group that represents more than 200 
corporate and affiliate members in Oregon, Washington, and Idaho. 
Our members include some of our region's largest manufacturers, 
small a.nd medium-size businesses, banks, insurance companies, 
freight forwarders and customhouse brokers, transportation compa 
nies, ports and international marketing organizations. In short, our 
members cover the full range of international commerce.

PNITA was organized in the belief that expanded trade is the 
best chance pur region has to diversify and to rebuild its economy. 
Our region is remote from American population centers and de 
regulation of transportation systems has placed our region at a 
competititive disadvantage in serving those population centers, es 
pecially for our many bulk commodities.

It is natural, therefore, that our region has looked to our other 
neighbors on the Pacific Rim for new business opportunities—and 
have found them.

The Pacific Northwest is blessed with one of the world's finest 
river systems—the Columbia/Snake waterway which is an interde 
pendent deep and shallow draft system that extends all the way 
inland to Lewiston, Idaho.
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This vast waterway, which affords shippers a grade-level trans 
portation network on road, rail and water across the Cascades, is 
truly a gateway to the Pacific Rim and other major world markets. 
It is our pathway to trade and its boundaries define our region and 
our natural trade area.

It seems logical to our trading community that government agen 
cies deistgned to serve this region reflect the boundaries of this 
region. That's why we support H.R. 5625, which would expand the 
existing Oregon Customs District to include southeastern Washing 
ton and southern Idaho and create a Columbia-Snake customs dis 
trict that faithfully encompasses our total natural trade area.

But we are not here today to ask for a Columbia-Snake customs 
district merely because of our distinctive transportation and trade 
area. We are asking for this customs district because the existing 
Oregon customs district's volume and business, both in terms of 
tonnage and dollar value of duty collections, shows an historical 
trend line of growth.

Recent studies project a tripling of oceangoing cargo movements 
by the year 2000, going from 30 million tons to some 100 million 
tons. That growth is tied to agricultural, wood products and ma 
chinery exports and to imports supporting those industries.

Our region also is witnessing the increased use of Lewiston as a 
terminus for intermodal movements, serving producers and con 
sumers as much as 1,000 miles inland and including Canadian car 
goes.

All this for a waterway system that has only been fully oper 
ational with a 40-foot draft to Portland and 14-foot barge service to 
Lewiston since the mid-1970's.

And our region is home to the Silicon Forest, one of the Nation's 
most rapidly growing high-technology centers, which also places de 
mands on customs services.

This kind of .growth justifies expansions of customs services in 
our region which will support that growth and foster more growth.

We believe the Columbia-Snake River system is a region ready to 
realized its destiny as one of the world's great trading centers. And 
as a region with a net trade surplus, the Columbia-Snake corridor 
stands ready to help America reduce its troubling trade deficit.

With this kind of potential and our national objective of promot 
ing exports, it would seem inconsistent that severe reductions in 
manning a number of district customs offices, including the Oregon 
customs district, are being proposed.

Instead of handcuffing our industry, we should be looking at cus 
toms services that are efficient, cost-effective and meet industry 
needs. We should tie our actions to our objectives.

We think the geography is there, the trade is there and the 
growth is there to justify expanding, not cutting back, our region's 
customs services.

We urge your support for H.R. 5625 and would like to thank the 
members of the Pacific Northwest congressional delegation, and es 
pecially Congressman Ron Wyden, for their leadership on this im 
portant issue.

Chairman GIBBONS. Thank you, sir.
(The prepared statement follows:]
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STATEMENT OF GARY L. CONKLING, PRESIDENT, ^ACIWC NORTHWEST INTERNATIONAL
TRADE Associ w ION

My name is Gary L. Conkling. I am manager of government relations for Tek 
tronix, Inc., located in Beaverton, Oregon. I am appearing here today in support of 
H.R. 5625 as president of the Pacific Northwest International Trade Association 
(PNTTA).

PNTTA is a pro-trade policy group that represents more than 100 corporate and 
affiliate members in Oregon, Washington and Idaho. Our members include some of 
our region's largest manufacturers, small and medium-sized businesses, banks, in 
surance companies, freight forwarders and customhouse brokers, transportation 
companies, ports and international marketing organizations. In short, our members 
cover the full range of international commerce.

PNITA was organized in the belief that expanded trade is the best chance our 
region has to diversify and to rebuild its economy. Our region is remote from Ameri 
can population centers and deregulation of transportation systems has placed our 
region at a competitive disadvantage in serving those population centers, especially 
for our many bulk commodities.

It is natural, therefore, that our region has looked to our other neighbors on the 
Pacific Rim for new business opportunities—and have found them.

The Pacific Northwest is blessed with one of the world's finest river systems—the 
Columbia-Snake waterway which is an interdependent deep and shallow draft 
system that extends all the way inland to Lewiston, Idaho.

This vast waterway, which affords shippers a grade level transportation network 
on road, rail and water across the Cascades, is truly a gateway to the Pacific Rim 
and other major world markets. It is our pathway to trade, and its boundaries, 
define our region and our natural trade area.

It seems logical to our trading community that government agencies designed to 
serve this region reflect the boundaries of this region. That's why we support HR 
5625, which would expand the existing Oregon Customs District to include South 
eastern Washington and Southern Idaho and create a Columbia-Snake Customs Dis 
trict that faithfully encompasses our total natural trade area.

Trade emanating from Boise is not linked to Chicago. It is linked to the Colum 
bia/Snake corridor. So is trade from Lewiston and Pasco and Unatilla and all the 
other upriver communities of Oregon, Washington and Idaho.

But we are not here today to ask for a Columbia-Snake Customs District merely 
because of pur distinctive transportation and trade area. We are asking for this Cus 
toms District because the existing Oregon Customs District's volume and business, 
both in terms of tonnage and dollar value of duty collections, shows an historical 
trend line of growth.

Recent studies project a tripling of ocean-going cargo movements by the year 
2000, going from 30 million tons to some 100 million tons. That growth is tied to 
agricultural, wood products and machinery exports and to imports supporting those 
industries.

Our reegion also is witnessing the increased use of Lewiston as a terminus for 
intermodal movements, serving producers and consumers as much as 1,000 miles 
inland and including Canadian cargos.

All this for a waterway system that has only been fully operational with a 40-foot 
draft to Portland and 14-foot barge service to Lewiston since the mid-1970s.

And, our region is home to the Silicon Forest, one of the nation's most rapidly 
growing high technology centers, which also places demands on Customs services.

This kind of growth justifies expansion of Customs services in our region which 
will support that growth and foster more growth.

We believe the Columbia-Snake River System is a region ready to realize its desti 
ny as one of the world's great trading centers. And, as a region with a net trade 
surplus, the Columbia-Snake corridor stands ready to help America reduce its trou 
bling trade deficit.

With the kind of potential and our national objective of promoting exports, it 
would seem inconsistent that severe reductions in manning a number of district 
Customs offices, including the Oregon Customs District, are being proposed.

Instead of handcuffing our industry, we should be looking at Customs services 
that are efficient, cost-effective and meet industry needs. We should tie our actions 
to our objectives.

We think the geography is there, the trade is there and the growth is there to 
justify expanding, not cutting back, our region's Customs services.

Customs will benefit by being in a position to deal with a total trade region, offer 
ing its services efficiently and cost effectively.
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Shippers will benefit by having access to the services they need to get their job 

done in a timely and economical way.
Residents of our region will benefit, too, because expanded trade means more jobs. 

And with high unemployment rates relative to much of the rest of the country, we 
desperately need jobs.

PNITA members believe we can create jobs because our goods and services are 
competitive in world markets. All we ask is government support to let us pursue our 
competitive advantage.

We urge your support for H.R. 5625 and would like to thank the members of the 
Pacific Northwest Congressional delegation, and especially Congressman Ron 
Wyden, for their leadership on this important issue.

Mr. WYDEN. Mr. Newman will go next.
STATEMENT OP STEVEN W. NEWMAN, PRESIDENT, NEWMAN, 

WILSON & CO., INC., PORTLAND, OR, ON BEHALF OF COLUMBIA 
RIVER CUSTOMS BROKERS & FORWARDERS ASSOCIATION, INC.
Mr. NEWMAN. Mr. Chairman, I thank you for the opportunity to 

testify today in favor of H.R. 5625. My name is Steven Newman 
and I am president of Newman, Wilson & Co, Inc., a custom house 
broker and foreign freight forwarder in Portland, OR. I am appear 
ing today on behalf of the Columbia River Customs Brokers & 
Freight Forwarders Association, Inc., of which I am immediate past 
president. Our member firms are indicated in the margin of our 
letterhead.

Members of our association are responsible for handling the 
international trade documentation and detail for approximatley 85 
percent of the general cargoes moving in and out of the Columbia/ 
Snake River system. We represent most, if not all, of the firms en 
gaged in international trade in the area covered by H.R. 5625.

We are emphatically supportive of this bill for a number of rea 
sons, some of which I would like to detail.

In spite of the comment made by Customs that they don't like to 
cut across State lines, I would like to say that the San Francisco 
district includes most of Nevada, with Los Angeles having Clark 
County. Minnesota is divided among three districts, all of which 
are natural trading areas. Since most of the cargo that already 
moves inland to the Boise area is handled by members of our asso 
ciation in our district, when a port of entry is established in Boise, 
the Customs in Great Falls is going to have to refamiliarize them 
selves with the cargoes and customers, which is going to create 
some additional expense and work in the Customs area.

There are increasingly numbers of high tech companies locating 
in the Boise area and as long as Customs is responsible for enforce 
ment of the regulations under the Operation Exodus it doesn't 
make much sense to us to have Customs in Boise reporting to Cus 
toms in Great Falls when the cargo is going to come down the river 
and be loaded for export in Portland or Vancouver—one of the 
downriver ports. We can see problems missing dates on letters of 
credit, missing vessel sailings, and so on. It's much simpler for Cus 
toms in Boise to deal directly with Customs in Portland where all 
of the paperwork is going to be finalized and banked and the ship 
pers are going to be paid.

Finally, when Boise is established as a port of entry as Customs 
indicated today it would, of those of us who already handle those 
accounts, some may want to open offices in Boise. Should Boise
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remain part of the Great Falls district we would have to, as cus 
toms brokers, be relicensed to operate in that district. Despite what 
was said today by Customs in their earlier testimony, that is not an 
immediate nor automatic situation for us. We don't think its fair to 
put that extra burden on people who are already handling a large 
part of this business to have to go through the whole relicensing 
process again.

.1 too would like to thank Congressman Wyden for his leadership 
in this matter, and thank you for your time.

Chairman GIBBONS. Thank you, Mr. Newman.
[The prepared statement follows:]

STATEMENT OP STEVEN W. NEWMAN, PRESIDENT, COLUMBIA RIVER CUSTOMS BROKERS 
& FORWARDERS ASSOCIATION, INC.

I want to thank you for the opportunity to testify today in favor of H.R. 5625. My 
name is Steven W. Newman and I am president of Newman, Wilson & Co., Inc., a 
Custom House Broker and Foreign Freight Forwarder in Portland, Oregon. I am ap 
pearing today on behalf of the Columbia River Customs Brokers and Freight For 
warders Association, Inc. of which I am immediate past president. Our member 
firms are indicated in the margin of our letterhead.

Members of our Association are responsible for handling the international trade 
documentation and detail for approximately 85% of the general cargoes moving in 
and out of the Columbia/Snake River system. We represent most, if not all, of the 
firms engaged in international trade in the area covered by HR 5625.

We are emphatically supportive of this bill for a number of reasons; some of 
which I'd like to detail.

The Pacific Customs Region consists of our major Customs Districts representing 
trade areas each with its separate geographical identity and cargo mix. On the 
north is Seattle and Puget Sound, to the south is San Francisco and the Bay area 
and Los Angeles and southern California. The fourth area, the Columbia/Snake 
system, is as distinct and viable as each of the others. These four areas complete 
constantly with each other to attract and hold import and export cargoes. In order 
to provide importers and exporters in our area with the full range of foreign trade 
services necessary to make them competitive in the marketplace we must have the 
services that can be provided only by a full service Customs District. To artificially 
limit that District to certain state lines ignores the geography of the area and leaves 
exporters and importers in Boise, for example, whose cargo moves through the river 
system, reporting to Customs in Great Falls, Montana with Regional Headquarters 
in Chicago instead of more logically working through Customs in Boise and then 
Portland.

Since most of the cargo now moving inland to upriver areas is handled by our 
selves, to establish a Port of Entry in Boise reporting to Great Falls would mean 
additional expense to Customs to familiarize themselves with shippers and cargoes 
already known to us and to Customs in this District.

With increasing numbers of "high-tech" industries locating in the Boise area, 
whose exports in many cases require licensing under the Export Administration 
Act,, we are obviously concerned with our ability to act effectively on behalf of these 
shippers. Since Customs, under Operation Exodus, is responsible for enforcement 
with regard to high-tech exportations it makes sense to us to have the Customs In 
spector who may examine cargo in Boise report to a District in Portland where the 
cargo will physically be placed aboard the exporting vessel or aircraft. Questions 
would be resolved much quicker than having to hold cargo in Portland while wait 
ing for an answer from Great Falls. The increasing use of intermodal transporta 
tion, with cargo loaded directly into ocean containers at the point of origin, makes 
this even more important.

Most of our members have been active in.the Boise area, assisting importers and 
exporters with freight and duty quotations and so on. With Boise as a Customs port 
of entry some of us may choose to establish offices there to handle clearances and 
documentation even more directly. Should, however, Boise remain a part of the 
Great Falls District, any Customs Broker from our District would have to apply for 
a new Customs license to operate in Boise, handling clients which are already in 
fact, utilizing his services. This would place an obvious and, I think, unfair burden 
on us, as well as create additional work and expense for the Customs Service.
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As to Customs' comments regarding changing regional boundaries it can be point 

ed out that regional boundaries are not sacrosanct but often changed as witness 
Great Falls itself having been moved from the Pacific to the North Central Region 
and Nogales from the Pacific to the Southwest Region. Nor is it unusual to divide 
states among logical district jurisdictions as witness our district's having a portion 
of southern Washington state, San Francisco all of Nevada except Clark County 
which goes to Los Angeles and Minnesota which is divided among three districts.

All of the importers and exporters in the proposed new district will benefit by 
having all of the services needed for smooth flowing trade available in one place. 
The ocean carriers are here, the banks, the barges, truckers and rail lines, the Cus 
toms Brokers and forwarders. It simply doesn't make sense to arbitrarily have the 
Port of Clarkston in Washington State report to Seattle while Lewiston, Idaho di 
rectly across the river reports to Great Falls, keeping in mind that their cargoes 
have more than likely moved through the Columbia/Snake System. Rather than 
create artificial barriers to efficient cargo handling we ought to be doing everything 
possible to enhance the free flow of goods and services.

H.R. 5625 creates a Customs District that is responsive to the needs to the areas's 
international trade. It will enhance the services available to the trade community 
and provide the means necessary for continued growth throughout the region. It 
will likely encourage increased cargoes including the possibility of Canadian origin 
cargoes moving through the Columbia/Snake system. Cargoes which are now lost to 
us. In fiscal year 1983 our District collected more than $136,000,000.00 making us, of 
the 45 or 46 existing districts, the nineteenth largest.

We would expect that revenue to continue its upward growth. Each of the four 
Pacific Region Customs Districts ought to include, and all but ours does include, its 
natural tributary area. This bill redresses that imbalance and we encourage your 
favorable consideration.

Thank you.
Chairman GIBBONS. We will hear from you, Mr. Murphy.

STATEMENT OF BENSON B. MURPHY, EXECUTIVE DIRECTOR, 
PORT OF VANCOUVER USA, AND ON BEHALF OF COLUMBIA/ 
SNAKE RIVER MARKETING GROUP
Mr. MURPHY. Thank you, Mr. Chairman. Before we start, I am 

Ben Murphy from the Port of Vancouver, and not necessarily for 
the record I am a transplanted Floridian.

Chairman GIBBONS. Well, good, I thought you looked familiar.
Mr. MURPHY. I have been in Tampa many times and I would like 

to have you give my regards to your esteemed colleagues Congress 
man Earl Hutto and Senator Lawton Chiles. I was on several com 
mittees in Florida with the dynamic duo of Gov. Bob Graham and 
Wayne Mixon. So perhaps some of my statements here are experi 
ences that we have learned in Florida.

Chairman GIBBONS. How did you get so far away from home?
Mr. MURPHY. I still have a condo in Daytona Beach, so I'm a tax 

payer in Florida too.
I'm executive director for the Port of Vancouver USA and the 

authorized representative of the Columbia-Snake Water Marketing 
Group, which would like to present testimony in support of H.R. 
5625, a bill requiring the Commissioner of Customs to establish a 
customs district known as the Columbia-Snake River Customs Dis 
trict.

My testimony is a part of the record, Mr. Chairman, and the re 
marks I don't believe it's necessary to detail. All of it is in here but 
I would like to hit a few of the highlights briefly and perhaps a 
philosophical viewpoint.

Chairman GIBBONS. All right.
[The prepared statement follows:]
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PORT OF VANCOUVER, USA, 

COLUMBIA SNAKE RIVER SYSTEM,
Vancouver, WA, June 19, 1984. 

Hon. SAM GIBBONS,
U.S. Representative, Florida, Chairman, Subcommittee on Trade, Committee on Ways 

and Means, U.S. House of Representatives, Washington, DC.
DEAR CHAIRMAN: The undersigned, Benson B. Murphy, Executive Director, Port of 

Vancouver, Washington "U.S.A." and authorized representative of the Columbia 
Snake River Marketing Group would like to present testimony in "support" of HR 
5625—A bill requiring the Commissioner of Customs to establish a customs district 
known as the Columbia-Snake Customs District.

The Port of Vancouver, Washington "U.S.A." is a deepwater seaport 104 miles up 
the Columbia River and the commencement of shallow draft navigation on the Co 
lumbia/Snake system. While a small port in terms of overall tonnage when com 
pared with the large deep-sea ports of the Pacific Coast, we represent a sizeable and 
important economic investment for our local area, the State of Washington, the Pa 
cific Northwest and the U.S.A." In 1983 we handled 4,055,104 metric tons of cargo 
(3,315,547 M/T export and 739,557 M/T import) a very important factor as our coun 
try strives for a better balance of trade. \

The port is a municipal corporation of the State of Washington and in our annual 
statement of December 31, 1983 showed assesed valuation of 4.2 billion dollars. With 
27 industrial tenants we are an employment force of from a low of 1300 to a season 
al high of 2400 persons on an annual basis.

In order to meet the needs of woi Id trade we are looking at 8.5 million dollars in 
new facilities, equipment and property development 1984/85 and our 5 year plan 
indicates an investment in excess of from 30-50 million dollars to meet the demand 
of growing world trade.

The Columbia/Snake River Marketing Group represents 34 ports on the Columbia 
Snake River system:

Port of Arlington, Oregon, Port of Astoria, Oregon, Port of Benton, Washington, 
Port of Beverly/Royal Slope, Washington, Port of Camas-Washougal, Washington, 
Port of Cascade Locks, Oregon, Port of Chelan County, Washington, Port of Chi 
nook, Washington, Port of Columbia County, Washington, Port of Clarkston, Wash 
ington, Port of Douglas County, Washington, Port of Garfield County, Washington.

Port of Hood River, Oregon, Port of Ilwaco, Washington, Port of Kahlotus, Wash 
ington, Port of Kalama, Washington, Port of Kennewick, Washington, Port of Klick- 
itat, Washington, Port of Lewiston, Idaho, Port Longview, Washington, Port of 
Mattawa, Washington, Port of Morrow, Oregon, Port of Pasco, Washington, Port of 
Portland, Oregon.

Port of Quincy, Washington, Port of St. Helens, Oregon, Port of Skanania, Wash 
ington, Port of The Dalles, Oregon, Port of Umatilla, Oregon, Port of Vancouver, 
Washington, Port of Wahkiakus I/II, Washington, Port of Walla Walla, Washington, 
Port of Whitman County, Washington, Port of Woodland, Washington.

This system is one of the fastest growing navigation systems in the U.S. as it 
strives to take its proper place with other natural and great distribution/transporta 
tion river networks of the world. The Columbia/Snake System is a navigable water 
way extending 465 miles inland from the Pacific Ocean (see Figure 1).

The river system runs through the States of Oregon, Washington and Idaho (the 
exact geographic areas that this legislation contain). It serves the transportation 
and distribution needs of a much larger area extending throughout the Pacific 
Northwest, into the Midwest, Northeast and Southeast portions of the United States 
;.«* well as the heartland of Canada.

The mouth of the Columbia River has been maintained at 48' for six miles and is 
now being deepened by the U.S. Army Corps of Engineers (Summer/Fall '84) to 55'. 
A 40' deepwater channel then continues for 98 miles up the Columbia River to the 
Port of Vancouver, Washington "U.S.A."! A 14' channel is maintained for 355 miles 
on the Columbia/Snake River System to the Port of Lewiston, Idaho.

According to the U.S. Army Corps waterborne statistics 1981, 28.6 million short 
tons of cargo moved deep sea out of the lower Columbia River ports while 17.3 mil 
lion short tons of cargo were moved on the upper Columbia/Snake System for a 
total of 45.9 million short tons of water borne commerce along with the vast ton 
nage moved by rail, truck and air through this important and efficient U.S. trans 
portation and distribution network to the Pacific Rim and the world.

The 34 public port districts of the Columbia/Snake Marketing Group alone show 
an assessed valuation in excess of 54.8 billion dollars and are a key economic factor 
to the United States in terms of world trade, industrial development, tourism and 
recreation.

30-600 0-85-50
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The Columbia/Snake System is the largest export load center of the west coast of 
the U.S. with major commodities including grain, petroleum, forest products, con 
tainerized bulk and general, automobiles, steel and many dry bulks.

The Columbia/Snake System serves as the major transportation hub and distribu 
tion center for the Pacific Northwest. It is served by major interstate highways, by 
three major rail linen, major airlines that give it connections to all parts of the 
U.S.—North, South and East. When the U.S. is depending on its World Trade 
import/export load centers to become energy and cost efficient for shippers and re 
ceivers of world trade, there is no better or truer multi-modal transportation/distri 
bution center in the world. Air, steamship, barge, rail, highway combine to give the 
Columbia/Snake System an advantage that must be taken now and in the future. 
The remarkable thing is that the surface has not been scratched.

The 34 port districts of the Columbia/Snake marketing Group plus the private in 
dustrial Jocks (shallow draft barge and deep sea vessel) work together to stimulate 
these movements. 50% of the export grain (approximately 12 million short tons—'82 
arrives at lower Columbia ports by barge. Approximately 40% of the petroleum 
products received at the lower Columbia deep draft ports is shipped up-river. 30% of 
the containerized general and bulk commodities move by barge on the river system. 
(Unique in the U.S. as the only shallow draft barge container movement!)

With the deepening of the Columbia River mouth and the anticipated enlarge 
ment of Bonneville Locks (a present navigation bottleneck in the system) the poten 
tial for cargo growth on this river system by the year 2000 is estimated at 3 times 
the 1980 tonnage figures or in excess of 130 million S/T deep sea and shallow draft 
together. When you consider the future energy efficiency of barge transportation, 
the true intermodal distribution network innovations in rehandling of cargoes (par 
ticularly bulks, containers, unitized and specialty) and the tremendous growth po 
tential of the northwest area and its world markets (particularly the Pacific Rim 
and Southast Asia), then you realize why we have to be able to meet the needs of 
the shippers and receivers.

The Columbia/Snake River Marketing Group was a spontaneous coalition of the 
34 public port districts along the Columbia/Snake System. Organized originally to 
look at navigation restriction problems and a need for combined legislative (local, 
state and federal) strength. It quickly became apparent that togetherness in market 
ing by joining financial resources and ideas was the best way to attract world trade 
cargoes, industrial development and tourism/recreation dollars to the northwest 
area—The American Northwest Network to the World—It Works!—was born. In the 
past year system wide workshops were held—ports and public educated, funding for 
mulas developed budget for '84/'85 doubled, group unity achieved and joint market 
ing efforts will be kicked off in the Fall of "84".

Why do we as a port e id the Columbia/Snake Group of ports worry about U.S. 
Customs service? Because we only sell a service to our customers, the importers and 
exporters of the world, and the U.S. Customs districts play a big part in cost and 
smoothness of the distribution system. Shippers and Receivers in the U.S. and the 
world are worried mainly about two things. Cost and time which cover a multitude 
of items from damage to theft to congestion etc., but bottom line, it all boils down to 
dollars. We can have the potential for one of the largest, most efficient transporta 
tion systems in the world, but if we cannot provide the best customer service at 
competitive rates we might as well pack up and go home.

At the Port of Vancouver, Washington U.S.A. we pride ourselves in providing ex 
cellent customer service and we are competitive. The Columbia/Snake Group of 
ports must be in the same position for this transportation-distribution system to pro 
vide its true potential of exports r>nd imports to assist our balance of trade and 
make a strong economic contribution to the U.S.! One of the key elements is the 
service performed by the U.S. Ovitoms Service from practical on the job manpower 
to efficient paper work flow of documentation to keep our service at a high level of 
efficiency and low cost.

We have been concerned over the past three years as under the guise of efficient 
consolidation and reorganization, the Oregon Customs District has been under fire 
to have manning reduced and service curtailed.

At the same time geographical coordination has chopped up a perfect intermodal 
transportation network into at least three and sometimes four different Customs 
Districts.

The Oregon Customs District annual collections have increased by 30-40% over 
the past five years and in 1982 154 million dollars in duties was collected by the 
Oregon District. In 1979 and 1980, 25 customs districts throughout the U.S. showed 
decreases in dollar collections, 21 showed increases and of these 21 only 3 had a 
larger per cent growth than Oregon.
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ered by 5,000 duty rate classifications. If appraisal centers for this area are moved 
to already congested Seattle, where will our shippers and receivers be. It is time for 
U.S. Customs Service to not talk about reductions and consolidation for one of its 
fastest growing Customs Districts, but to look at a common sense approach such as 
HR 5625 and create an economic plus foi the U.S.

The industrial load center of the world has shifted West rapidly in the last 400 
years from Europe to British Isles to the East Coast U.S., the Mid West and is now 
continuing that movement. Trans-Pacific cargo movement in 1984 will surpass 
Trans-Atlantic cargo movement for the U.S. for the first time in our history. The 
Pacific Rim and S.E. Asia, Australia, South America and Central American econom 
ics are the fastest growing in the world and it will be the west coast ports of the 
United States through which the majority of these import/export goods will move.

In F.Y. 1983 $9,784,959,(!51.00 was collected in the seven regions—2.65 billion of 
that was in the Pacific Region and 136.6 million was in the Oregon District. If our 
volume of cargo movement doubles (by the most conservative predictions) by 2000, 
and we are not ready to service that commitment, then our shippers and receivers, 
our ports and industry and the U.S. is in trouble. If as predicted, it triples—then we 
are in big trouble, particularly if at the same time we are reducing, consolidating, 
reorganizing and taking valuable U.S. Customs Services away from the natural geo 
graphic load center systems.

The Port of Vancouver, Washington U.S.A. wants to compliment the U.S. Cus 
toms Service—Oregon District and all of those who have helped to keep our high 
level service to customers. There is a good working relationship between customers, 
port employees, dock employees, transportation system employees and the U.S. Cus 
toms Service at our port and we feel that is true for the entire river system—that is 
good! Lets improve it!

It is difficult to speak for the many public and private transportation distribution 
centers on the Columbia/Snake system, but they will be well represented by testi 
mony you will hear this day. I would like to enclose a few comments from several 
other ports on the system who have a sincere concern for positive action on this 
legislation.

Mr. Robert McNannay, General Manager, Port Longview, Washington who oper 
ates a 177 acre marine terminal facility on the Columbia River 66 miles from the 
Pacific Ocean. "In 1983 there was 1,710,737 metric tons of water borne commerce 
across port facilities, plus another 1.5-2.0 million metric tons across private indus 
trial docks in this area."

"Cargoes originating in the upper Columbia/Snake River System are a significant 
part of this tonnage as is indicated by the fact that 39% of all containers handled 
through the Port Longview cams from various upriver ports."

"We are a part of a unique economic system and region and the character of its 
new commodities and trade frame make the location and effectiveness of the new 
customs district irrefutable The economy of Longview Kelso and the S.W. Washing 
ton area is heavily dependent upon import/export activity and this proposed cus 
toms district along with joint Columbia/Snake marketing programs will be a signifi 
cant boost in helping us to overcome our severe problems in rebuilding a depressed 
economy."

Mr. Steve Felkins, Executive Director—Port of Astoria, Oregon who operates a 
large 6 berth, deep draft ocean terminal just 10 miles inside the entiance of the Co 
lumbia River.

"The Port of Astoria is a small deep sea port in terms of tonnage but an impor 
tant link in the Columbia/Snake System, We are building for the future and look 
towards the 2000's when we will be the deep draft 45-55' port for the system with 
mid-stream, re-handling of bulk commodities am", taking our part of the tremendous 
growth potential."

"While Lewiston, Idaho may be 465 miles away, it will be an important part of 
the Port of Astoria's plans in the future along with other up river and down river 
ports. We support HR 5625 to help provide natural geographic efficiency in customs 
service for the future."

Mr. Paul Vick, General Manger, Port of Pasco located 300 miles up the Columbia 
River in the Tri-City (Richland-Kennewick-Pasco) Washington industrial area.

"We supporf the organization of the Columbia/Snake River Customs District as it 
will greatly enhance our river transportation system. Our shippers will find greater 
efficiency in processing documents and our waterway system will receive the impor 
tant economic benefits of the unified and efficient distribution network."
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Mr. Uary scnmaaeica, Manager, fort or Lewision, laano locatea at me exireme 
Easterm terminus of Columbia/Snake System 465 miles from the sea along with the 
inland ports of Wilma (Port of Whitman County) and Clarkston, Washington.

While we may be at the extreme end of the system we may well benefit the most 
from a consolidation of a Columbia/Snake Customs District that will unify our ship 
pers and receivers to that natural cost efficient geographic link so important to our 
local economy. We are depending on this sensible, practical approach to service and 
looking forward to joint marketing programs that will enable our port to reach its 
maximum potential in economic benefit to Lewiston, Idaho and the heartland of the 
U.S. and Canada.

There has been an increased interest from Canadian world trade interests, par 
ticularly bulk cargo movers in the Columbia/Snake System as they look at costs and 
congestions in Canadian ports' future, perhaps not tomorrow, but definitely by 
1990-2000.

The Portland International Airport is experiencing ever increasing international 
business in terms of passengers and air freight. It and the other smaller airports 
that are along this transportation network play an increasing large role in the effi 
ciency of the entire system.

To meet the present and future demands it is imperative that a U.S. Customs Dis 
trict such as is propsed in HR 5625 be created to assist in the smooth flow of people 
and cargo. The Port of Portland and other port districts have planned expansion 
approved over the next few years to efficiently handle the projected increased 
volume. Without an effective U.S. Customs Service within the system millions of 
dollars in planning development and construction funds for the future might well be 
wasted and substantial revenues and employment lost.

This will indicate from one end of the Columbia/Snake River System to the other 
that optimism and enthusiastic support are there. Our 34 port districts and private 
industrial docks such as forest product companies, grain terminals, petroleum termi 
nals and private cargo facilities have plans on the drawing boards to put many mil 
lions of dollars in new facilities, equipment and land acquisition between now and 
2000. We must, to meet the demands of world trade, industry, tourism/recreation 
and our economy.

We can't do this if the infrastructure is not there for the system to do its best 
job—a Columbia/Snake Customs District is not the answer, but a very important 
part of the long term solution to us getting the most of the Columbia/Snake River 
System. It will be America's Northwest network to the world, for Vancouver, for all. 
It will work if proper legislations such as HR 5625 is passed to assist this practical, 
energy efficient, properly located geographic transportation and distribution load 
center to the world to reach its potential.

We thank you, Mr. Chairman, for the opportunity to present the views of the Port 
of Vancouver, Washington U.S.A. and the Columbia/Snake River Marketing Group 
in support of HR 5625. 

Sincerely,
BENSON B. MURPHY, 

Executive Director, Port of Vancouver, 
Member, Columbia/Snake Marketing Group.

Attachment.
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Mr. MURPHY. The mouth of the Columbia River and the Snake 
River system to Lewiston, ID, is some 465 miles and encompassing 
34 port districts in Oregon, Washington, and Idaho. The Port of 
Vancouver USA is 104 miles from the entrance with a depth of 40 
feet minimum. The other 355 miles has a depth of 14 feet for barge 
traffic and includes grain, forest products and, uniquely, the barge 
container traffic. And what I want to allude to now is that the P6rt 
of Vancouver in its annual 1983 report showed an assessed value of 
$4.2 billion with 27 industrial tenants employing a minimum of 
1,300 to a seasonal high of 2,400. If you take the 34 port districts, 
they are assessed at a value of $54.8 billion.

I would call your attention to the back page of our testimony 
which describes the 34 districts, and on reviewing that part you 
will see that Congressman Wyden's bill really deserves everyone's 
support, and I would like to highlight a few other details.

The Oregon Customs District has increased their collections 30 to 
40 percent over the last 5 years. In 1982 they collected $154 million 
in duties. Of course, that's not a big amount compared to the $8.9 
billion that was collected nationwide.

In 1982 they had a $7 billion value of cargo move through the 
Oregon district by 5,000 duty rate classifications. The Columbia- 
Snake River Marketing Group became a reality last year when it 
was decided that as a group they could market and service the 
entire river system both for inbound and outbound cargoes. Based 
on the statistics by the U.S. Army Corps of Engineers in 1981, we 
had 28.6 million tons of cargo through the Lower Columbia while 
17.3 million tons moved through the Upper Columbia-Snake River 
system.

The 34 port districts of the Columbia-Snake Marketing Group 
plus the private industrial docks worked together to stimulate 
these movements. The corps has also planned on deepening the Co 
lumbia River mouth and anticipate the enlargement of the Bonne- 
ville Locks. They project the tonnage to be three times that of the 
1980 figure. If so, we must be ready.

Now I believe is the time to prepare for the future. I think that's 
from your part of Florida, if you will.

Chairman GIBBONS. I recognize that.
Mr. MURPHY. Oh, you recognize that, OK.
The Port of Vancouver, WA, wants to complement the U.S. Cus 

toms Service, Oregon District, and all those who have helped to 
keep our high-level service to customers. There is a good working 
relationship between the customers, port employees, dock employ 
ees, transportation system employees and the U.S. Customs Service 
at our port as well as at the other ports. We believe if we are to 
provide the proper type service, that now is the time to prepare. 
And in support of that, Mr. Robert McNannay, who is the general 
manager of Port Longview, says, and I quote:

We are a part of a unique economic system and region and the character of its 
commodities and trade frame make the location and effectiveness of the new cus 
toms district irrefutable.

Steve Felkins, the executive director of the Port of Astoria, and I 
quote:
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While Lewiston, Idaho, may be 465 miles away, it will be an important part of the 

Port of Astoria's plans in the future along with other upriver and downriver ports. 
we support U.K. aoza to neip provide natural geographic efficiency in customs serv 
ice for the future.

Mr. Paul Vick, general manager of the Port of Pasco, which is 
about 300 miles upriver, his sentiments are basically the same. 

Mr. Gary Schmadeka, manager of the Port of Lewiston:
While we may be at the extreme end of the system, we may well benefit the most 

from a consolidation of a Columbia/Snake Customs District that will unify our ship 
pers and receivers to that natural cost-efficient geographic link so important to our 
local economy.

Lastly, the Portland International Airport, even though Portland 
is our friendly competitor, has been involved in international traf 
fic both for freight and passengers, and it's growing and we believe 
its of paramount importance that a customs district be available to 
handle this type of cargo now and for future demands.

It will be an America's Northwest network to the world for Van 
couver and all. It will work with proper legislation such as H.R. 
5625 if passe i to assist this practical, energy-efficient, practical geo 
graphic transportation and distribution load center to the world to 
reach its potential.

I am delighted to have this opportunity to have presented Cu~ 
views for the Port of Vancouver, WA, the other ports in the Colum 
bia River, and the Columbia-Snake River marketing group in sup 
port of H.R. 5265. We will be happy to answer any questions that 
the panel may have.

Chairman GIBBONS. Fine. Let me ask you some questions about 
this. This is very interesting. How long has the Columbia-Snake 
River been in operation? Fully completed as it is now, or is it fully 
completed now?

Mr. MURPHY. I am not sure I can answer.
Mr. CONKLING. Really, in its present form, it has been operating 

since the mid-seventies. I think there is general agreement that 
there is one final step that needs to be taken, so that it is fully ef 
fective and that is the addition of a second modern lock at Bonne- 
ville.

It was the first of a series of locks built. It is a small chamber, 
one that really requires break-up of barges that are brought up 
river, down river, in the normal configuration, the efficient config 
uration.

Once that is done, and there are moves to authorize that lock 
this year, the system will be fully complete, but it is operational 
now and has been in this present form since the mid-seventies.

Chairman GIBBONS. The Bonneville lock is where in relationship 
to the Cascade locks?

Mr. MURPHY. Bonneville Locks are by Hood River, right adjacent 
to there, sir.

Chairman GIBBONS. I see that.
Mr. WYDEN. So you know where we are on that. I introduced leg 

islation with most of the same people who are on this bill to au 
thorize new locks at Bonneville. That has been incorporated into 
our colleague, Chairman Rose's legislation, that will be going to the 
floor probably next week.
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Chairman GIBBONS. Now, how far north do you go on that Co 
lumbia? Is it navigable up to Douglas or—— __________

Mr. MURPHY. The deep water port at 40 feet is up to the Port of 
Vancouver, which crosses 1-5 bridge. From there, it is a minimum 
of 14 feet, which is all barge traffic. There are deeper spots, of 
course.

Chairman GIBBONS. That is over to Lewiston?
Mr. MURPHY. Yes, as far east as Lewiston, ID.
Chairman GIBBONS. How far north does it go up there? I see in 

segment 6 on your map, does it cut off at Pasco?
Mr. MURPHY. No, it goes beyond Pasco.
Chairman GIBBONS. How about north?
Mr. MURPHY. Wait a minute. It does go north up to, I am think 

ing of Yakima.
Chairman GIBBONS. I don't see Yakima on the map. I do see 

Douglas.,
Mr. MURPHY. Douglas, that is correct, it does go to Douglas.
Chairman GIBBONS. You get a 14-foot barge up to Douglas?
Mr. MURPHY. And Quincy as well.
Chairman GIBBONS. That is some system.
Mr. MURPHY. It is the system of the future. They are talking 

about load centers now. The Portland-Vancpuver-Longview area 
perhaps will be one of the load centers in particular with grain.

Peaney & Company have spent $40 million in a separate elevator 
of their own recently at the Port of Kalama for feed grains, which 
are a big part of the Northwest. They haven't been able to sell it to 
the Midwest or the Far East, they are just beginning to open up 
that market.

So, the future potential, we are just scratching the surface of the 
potential as I see it. That was one of the attractions to Vancouver.

Chairman GIBBONS. Let me ask you, on this map, this Columbia- 
Snake River map that you have there, where is district boundaries, 
custom boundary lines now, near Walla Walla or where is it?

I am just trying to get fixed in my mind. You are in three dis 
tricts and you want to be in one.

Mr. MURPHY. It divides about Pasco.
Chairman GIBBONS. Divides up by Pasco. That is near Walla 

Walla. It shows on this map.
Mr. MURPHY. I think one of the important things I wanted to 

stress and perhaps didn't get earlier is the dollar investment of all 
of the ports and the planned investments of the future.

The Port of Vancouver is not a big port. We are now in the 
phase of an 8.5 million expansion. We have the commissioner's, 
through their farsightedness, have a 5-year plan somewhere be 
tween $30 to $50 million of improvements preparing for the future.

I think the Columbia-Snake River system, by the organization of 
the port, the district for their port marketing group, are looking to 
the future as well.

Chairman GIBBONS. Well, I wish you the best of luck. Where does 
most of your products go out of that area? They do in the Pacific 
Ocean, obviouslv. Where do they go after that?

Mr. WYDEN. A tremendous new Pacific Rim market that is where 
we think our future is. With bulk commodities. Those are the mar 
kets we really want to tap.



789

—Mr. M"R"iiY. 'acific Rim is llic strongest TTTKi^ket.We have beerr 
moving cargoes to Australia, to the Mideast, to Saudi Arabia, we 
have had cargoes to Italy, France, England, and Latin America is 
beginning to get a little bigger.

We have had imports of controversial steel from Brazil.
Chairman GIBBONS. We understand about that. We get a little of 

that in my area, too.
Mr. MURPHY. That is right.
Chairman GIBBONS. Sometimes we need it to keep the price 

honest.
Mr. MURPHY. Strategically, last year, the ports, talking collec 

tively, the Pacific Rim was the strongest, naturally, but we did 
move cargoes both inbound and outbound to Europe, Asia, South 
east Asia, Indonesia, and all the different areas, so we have been 
circling the globe, so to speak, because of the varied amount of 
products.

Aluminum is a big product. The low electricity and hopefully, 
that market will expand, it is in the doldrums right at the moment, 
but again, I stress, we are looking to the future, and I think now is 
the time tx> move ahead.

Incidentally, I brought two directories which I would like to give 
you for your staff to review. I think it would be interesting to see 
what this infant Columbia-Snake River marketing group, how they 
are expanding over the last year.

Chairman GIBBONS. I want to commend you for your farsighted 
ness, all of you have exhibited it in this, and we will keep pushing 
on it.

Mr. WYDEN. Thank you very much, Mr. Chairman, again, for all 
your time and interest when your schedule is so busy.
• Chairman GIBBONS. Thank you very much.

Mr. MURPHY. We enjoy Saddlebrook.
Chairman GIBBONS. This concludes our hearing on the tariff and 

trade bills. Because we are planning to mark up the tariff and 
trade bills early next week, the record will remain open until the 
close of business tomorrow, but I promised someone from the petro 
leum industry that we would let them have a little more time.

We can go to Monday if they can't get it by that time. Thank you 
very much.

[Whereupon, at 2:25 p.m., the hearing was adjourned.]



WRITTEN COMMENTS

H.R. 3159
Td require that customs duties determined Jo be due upon a liquidation or reliqui- 

dation are due upon that da'e, and for other purposes. ^

STATEMENT OF THE AMERICAN IRON & STEEL INSTITUTE
The American Iron and Steel Institute is pleased to present the following com 

ments for inclusion in the record of the House Ways and Means Trade Subcommit 
tee hearings on H.R. 3159—"To require that customs duties determined to be due 
upon a liquidation or reliquidation are due upon that date, and for other purposes."

The AISI strongly supports H.R. 3159 as an urgently needed revision in Customs 
law and procedures.

We believe that current Customs practices which have developed as a result of a 
decision by the U.S. Court of Customs, Patent Appeals (Heraeus-Amersil decision 
No. 81-19, February 18, 1982) have resulted in frivolous appeals of assessed duties 
whose only purpose is to delay the actual payment of duties to the U.S. Treasury.

We believe that importers should incur liabilities on imported goods at the time of 
liquidation and that such liabilities should be treated in a manner analogous to li 
abilities incurred with the IRS. An income tax liability, for example, is incurred on 
a given April 15, and any increased tax liability resulting from appeals, when adju 
dicated, are due, with interest, retroactively to the original April 15th. It does not 
make sense to allow an importer to delay duty payments past the liquidation date 
without interest and/or penalties just as it would not be sensible for the IRS to 
allow taxpayers (private or corporate) to delay tax payments without interest simply 
because an appeal was filed. Obviously if the current Customs system were adopted 
by IRS, the number of frivolous appeals would increase, and tax collection would be 
less efficient, slower and more costly. This is precisely what has happend with 
regard to customs duty collections as a result of the Heraeus-Amersil decision.

H.R. 3159 would not limit the ability of an importer to appeal a liquidated entry's 
duty. It would simply eliminate the "profit" in filing frivolous appeals.

We believe that H.R. 3159 would have a very positive impact on duty collections 
and the Customs Service—making collections more timely and the Customs Service 
more efficient in collecting duties. Moreover, this bill with help—albeit in a small 
way—reduce the government's budget deficit.

(790)



U.K. 1178
To amend the Tariff Act of IS.iO to increase from $~>.50 to $1,500 the value of goods 

eligible for informal entry, and for other purposes.

STATEMENT OF THE AMERICAN FEDERATION OK LABOR & CONGRESS OF INDUSTRIAL
ORGANIZATIONS

The AFL-CIO believes that both the current state of the economy and the negoti 
ating position of the United States call for extreme caution in granting authority to 
reduce tariffs. Further at a time when Congress is looking for every dollar of possi 
ble revenue, it is a move in the wrong direction to cut revenue derived from tariffs.

With close to 10 million Americans out of work and imports flooding into the 
American market displacing domestic production and jobs, tariff reductions simply 
do not make sense. The U.S. experienced a merchandise trade deficit of almost $70 
billion in 1983, and the deficit will grow to at least $125 billion in 1984. As this 
crisis in trade intensifies, tariff cutting adds fuel to the fire, costing jobs and produc 
tion by encouraging imports. In addition, businessmen are led to believe that move 
ment of factories to other countries and/or expansion abroad or importing will be 
cheaper than producing in the United States. The result is a double incentive to 
erode the U.S. industrial base even further and to cut the jobs and production op 
portunities that can develop here.

These general views do no mean that every single proposal for tariff cutting falls 
into this category. The following comments on specific bills represents the views of 
the AFL-CIO.

The AFL-CIO opposes H.R. 4178 which would increase from $250 to $1,500 the 
value of goods amount eligible for informal entry. We have repeatedly opposed in 
creasing the dollar value of imported merchandise eligible for informal entry proce 
dures. In October 1983, the delegates to the AFL-CIO Fifteenth Constitutional Con 
vention adopted a resolution on International Trade and Investment which reaf 
firmed our opposition to: "any proposal to raise the informal entry ceiling from the 
present level of $250 * * *." An increase in the informal entry ceiling to $1,500 as 
called for in H.R. 4178 would make import monitoring more difficult and increase 
the possibility of duty evasion through the use of false or inaccurate shipping docu 
ments. At a time when imports are increasing at an alarming rate, better and more 
accurate information is needed to assess their impact on the United States. This bill 
would accomplish just the opposite, and thus make enforcement of U.S. laws even 
more difficult.

The AFL-CIO opposes H.R. 5228 which authorizes the acceleration of the staged 
tariff rate reductions agreed to in the Tokyo Round of the Multinational Trade Ne 
gotiations. Presumably, the timing of these reductions was carefully considered 
during those negotiations, and the acceleration of tariff cuts will not be beneficial to 
domestic industry and American workers. From 1980 to 1983, imports to the U.S. 
increased by 30 percent and have been increasing even faster in 1984. The minimal 
tariff protection provided in current law should not be reduced.

STATEMENT OF WILLIAM J. ST. JOHN, JR., NATIONAL CUSTOMS BROKERS & 
FORWARDERS ASSOCIATION OF AMERICA, INC.

SUMMARY
(1) The dollar value for an across-the-board increase for "informal" entry of goods 

under Section 498 (aXD of the Tariff Act should be $600, rather than the $1,500 pro 
posed by H.R. 4178, coupled with a careful monitoring of Custom's ability to handle 
the increase in informal entries under the $600 ceiling.

(2) Because of the special problems in processing mail entries, any shipments en 
tered through the mails under "informal entry" procedures should be limited a 
value of $250.

(791)
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(3) Any increase in the value limitation for informal entries should be accompa 

nied by language preventing circumvention of the presently-existing prohibition in
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nominal consignees clearing merchandise on behalf of others, via the device of in 
formal entries made under the new higher value limitation.

STATEMENT

The National Customs Brokers & Forwarders Association of America, Inc. 
("NCBFAA"), is a nationwide association of Customs brokers and freight forwarders; 
and which also has affiliated regional associations located at major ports throughout 
the United States. In response to your invitation, we would like to make the follow 
ing; comment regarding the above captioned bill.

H.R. 4178 would change the dollar limit for "informal" entries under § 498(a) of 
the Tariff Act of 1930 [authorizing the Secretary of the Treasury to prescribe regula 
tions for the entry of various classes of goods) by raising the present limit of $250 to 
$1500 (§498(aXD; 19 U.S.C. 1498(aXD]. However, amended §498(aXD would not 
apply to textile and textile products valued in excess of $250, merchandise subject to 
quantitative import restrictions, articles subject to antidumping or countervailing 
duties or any other article for which formal entry is required without regard to 
value. In general informal entries are completed with less paperwork than "formal" 
entries made under § 484 of the Tariff Act (19 U.S.C. § 1484). Usually, the time, 
effort, and cost to the importer is somewhat less than in the case of merchandise 
requiring "formal" entry. Likewise, we understand that the Treasury Department 
supports an increase in the allowable dollar value for informal entries because it 
believes that the average cost to Customs of processing an informal entry is less 
than that for formal entries, and in addition, the paperwork burden on the import 
ing public would be reduced.

The NCBFAA does not object to increasing the § 498(aXD limit to $600.00. We 
think that the $1500 figure proposed in the present bill is excessive. We also believe 
that the Subcommittee should carefully monitor Customs' ability to develop a work 
able system to handle the increase in informal entries under the higher ceiling. We 
also urge that the bill be amended to add the following limitations:

1. Shipments entered through the mails under "informal entry" procedures 
should be limited to a value of $250. According to knowledgeable NCBFAA member 
brokers, the use of mail shipments, which are handled outside the usual channels 
for imported merchandise, significantly increases the chance of error, fraud, etc. In 
many instances, dutiable merchandise is erroneously released to the addressee with 
out the collection of duties, or with collection of incorrect duties, or even without 
the package being opened and examined at all.* We fear that an across-the-board 
dollar-value increase for informal entries, covering all types of merchandise entered 
via the mails or otherwise, would be an invitation to unscrupulus shippers or con 
signees to commit wholesale evasion of Customs laws and regulations and wide 
spread fraud on the revenue. The entry documents are prepared by Customs offi 
cials assigned to post offices rather than the importer or his agent, as is the case 
with other importations. Therefore, by increasing the informal value limitation for 
mail entries, the work load on Customs employees and the cost to the Government 
will also be substantially increased. Therefore we urge that the present clause in 
§ 498(aXD, which includes merchandise "imported in tlu mails or otherwise," be de 
leted, and replaced with a proviso that retains the present $250 limit for such im 
portations.

2. We also urge that the proposed increase in the value limitation for informal 
entries be accompanied by language which would preclude the unauthorized prac 
tice of Customs brokerage by parties not holding a valid Customs broker's license 
under § 641 of the Tariff Act (19 U.S.C. § 1641). This problem was addressed by the 
last Congress in § 201(d) of Public Law 97-446, which amended § 484 of the Tariff 
Act (pertaining to entry procedures in general) to provide, in substance, that the 
"importer of record" on the entry documents must be either the owner or the pur 
chaser, or, upon designation by the owner, purchaser or consignee, a licensed Cus 
toms broker. As was explain*! in House Report No. 97-837, 97th Congress, 2nd Ses 
sion, on § 201 of H.R. 6867 (which ultimately became § 201 of Public Law 97-446):

The remaining parts of this provision deal with the functions of nominal consign 
ees. This clarifying and constricting of responsibilities has grown out of a seeming 
ambiguity in the existing rulings. A Customs Service ruling stated that courier serv-

* See 1977 Association testimony on H.R. 8149, 95th Congress, 1st Session, before the Subcom 
mittee on Trade of the House Ways & Means Committee (Serial 95-31, pp. 403-405).
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ices may file inforn ' or formal customs entries in their own name and therefore 
became a nominal consignee eligible to make entries on behalf of others. At the 
B°mg tfn*&,~-euatorRe -4aw states that
transacted only by a licensed broker. Under the ruling concerning courier services, 
a concern has arisen that this may so broaden the definition of those who can legal 
ly transact customs business that it would be outside that which is desirable.

Section 201 therefore modifies Section 484 of the Tariff Act of 1930 to provide that 
required entry documentation can be filed only by the owner or purchaser of mer 
chandise or by a person holding a valid license to conduct such entry business.

The above-mentioned amendment, however, did not affect the introductory lan 
guage to § 484, which excepts from its operation, inter alia, § 498 of the Tariff Act. 
To avoid possible circumvention of the prohibition in Public Law 97-446 against un 
licensed "nominal" consignees clearing merchandise on behalf of others, via the 
device of informal entries made under the new higher value limitation, we urge 
that a conforming amendment be inserted stating as follows:

"In the case of an entry made under the provisions of Section 498(aXD, the im 
porter of record shall be either the owner or purchaser of the merchandise, or, when 
appropriately designated by the owner, purchaser, or consignee, a person holding a 
valid license under Section 641 of the Tariff Act of 1930 (U.S.C. 1641)."

Extending the prohibition against unlicensed parties performing Customs broker 
age by preparing and submitting informal entries in their own names on behalf of 
others, would in no way tend to increase Customs' workload, since (as Customs has 
on several occasions acknowledged to the Congress) entries prepared and filed by 
professional, licensed Customs brokers cause far fewer processing difficulties than 
entries prepared and filed by unlicensed parties. In addition, the proposed amend 
ment would not automatically affect the cost of importing under an informal entry, 
because an owner or purchaser desiring to prepare and file his informal entry with 
out the use of a broker may still do so.

To be sure, present § 498(a) authorizes the Secretary to include, in his discretion, 
appropriate § 484 requirements in regulations governing § 498(a) entries. Neverthe 
less we think that the prohibition should be made mandatory and we therefore urge 
that the amendment be adopted. Should you deem it appropriate, we would be 
pleased to meet with representatives of your staff to discuss our comments.



H.R. 5182
To amend the Tariff Schedules of the United States to clarify the duty treatment 

of certain types of plywood. 
No comments were received on this bill.

H.R. 5228
To authorize the acceleration of staged rate reductions proclaimed to carry out 

trade agreements.

STATEMENT OF JAMES D. WILLIAMS, JR., COUNSEL, AMERICAN CORDAGE & TWINE
MANUFACTURERS GROUP

The American Cordage and Twine Manufacturers group (ACTM) is composed of 
six Regular Members who are manufacturers of twine and cordage products in the 
United States and one Associate Member who is a supplier to the domestic industry 
(list attached at A) This statement is submitted on behalf of ACTM in response to 
press release #41 which requested comments from interested parties in the private 
sector on various trade and Is riff measures. ACTM is unequivocably opposed to the 
passage of H.R. 5228 which would impose an additional financial hardship on a tra 
ditional American industry already beleaguered by low priced and improperly clas 
sified imports.

H.R. 5228, if passed as written, would give the President of the United States the 
authority to remove one year of the staged tariff reductions arrived at on a quid pro 
quo basis in the Tokyo Round of trade negotiations under the Trade Act of 1974. 
The practical result of this action would be to remove entirely one year of tariff 
protection for domestic industry. The year removed would not be the final year 
XJ987, in most cases) when the rates would be lowest and United States industry 
would have some opportunity to plan for the removal; the year would be removed 
immediately so that an intermediate step in the staged reductions would be re 
moved and the reductions themselves would end a year early—a double blow. This 
generalization of the effect only paints part of the picture. For the individual firm, 
this acceleration would mean that all of its future plans, capital investment projec 
tions and marketing strategies would be invalidated. For U.S. cordage manufactur 
ers, it would mean a reduction in duty for cordage of man-made fibers measuring 
under 3/i6 inch in diameter, and of braided construction with and without core. The 
law on which they were entitled to rely, the negotiated staged tariff rate reductions, 
would be changed. We urge you not to pull the rug out from under a traditional 
American industry by passing H.R. 5228. The domestic cordage industry has been 
using the time of the staged reductions to prepare itself to compete with imported 
products.

The domestic cordage industry has made great stride in reducing its costs since 
1980 when the staged reductions went into effect. Most firms have improved effi 
ciency and productivity to a point where labor costs in this now capital-intensive 
industry amount to only 15-20% of costs. Overhead has been cut by reducing sharp 
ly the amount of inventory held and utilizing streamlined production techniques to 
maintain an appropriate level of customer service. Resources have been available to 
accomplish these cost reductions because the tariffs were being reduced gradually at 
a known rate; business plans could be made and followed.

Not only were costs reduced but capital was also injected into the domestic cord 
age industry. For example, Fibers South, Inc. of Trussville, Alabama built a new 
business by putting $3'/z million in working capital and equipment into an existing 
plant between 1982 and the present. The structure of the tariff schedules was care 
fully considered by the investors in the venture—their business projections relied 
upon the staged rate reductions for cordage tariffs.

Another example is Bridon Cordage of Albert Lea, Minnesota which spent $2 mil 
lion on new plant, equipment and technology between 1980 and 1984 Bridon also 
relied upon the set, negotiated stage rate reductions in its planning and business 
projections. These long-term capital spending programs cannot be undertaken if re-

(794)
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alistic plans cannot be made. Investors will not provide capital unless they are pro 
vided with realistic sales projections. These projections cannot be drawn up when 
published tariff schedules are subject to sudden changes————————————————

A sudden removal of one stage of the negotiated reductions would not only force 
domestic cutbacks but also invite an increased volume of low priced imports.

The continuing goal of the U.S. Cordage industry has been to provide the farming 
and fishing industries with a reliable supply of high-quality products at reasonable 
prices. The cost cuts already made have left the high quality of the domestic prod 
ucts intact but there is no place else to cut without i educing product quality. If the 
duty rate were suddenly and unexpectedly cut, to stay in business U.S. firms would 
have to cut prices to meet the increased lower priced imports which would move, in 
even greater volume, into the United States.

Any cut in quality would be at the expense of the farming and fishing industries. 
In time of national emergency, the United States would have to rely heavily upon 
its farming and fishing industries. Neither of these basic industries can operate 
without quality tying products. If the cordage industry is further damaged now, 
there will be no reliable source for high quality tying products for either of these 
basic industries or for the many direct defense applications such as camouflage net 
ting, tarpaulin tie-downs and parachute harnesses.

An additional tariff reduction would be an open invitation to increase imports. In 
recent years, cordage imports under TSUS 316.55 have surged dramatically (chart 
attached at B). The dollar value has not risen to keep pace with the increase in 
volume, however. For example between 1981 and 1982 the volume increased by a 
whopping 264 per cent while the dollar value rose a paltry 29 per cent. The in 
creased imports were obviously low priced. These figures do not tell the whole story. 
Since 1981 increasing quantities of imported cordage have been misclassified, as de 
scribed below. Because these imports are recorded in a "basket" category, mixed 
with many other items, there is no way to determine how much cordage imports 
have increased.

Due to the strength of the U.S. dollar and current high interest rates, foreign 
competitors enjoy a 20 per cent advantage over U.S. manufacturers. This per cen- 
tage represents a far greater advantage then was contemplated when the staged re 
ductions were negotiated. Imports have already received an additional, unanticipat 
ed benefit over the negotiated reductions; to make an additional reduction would 
load another disadvantage on U.S. companies. The current status of the trade deficit 
(see attached at C) demonstrates the depth of U.S. industry's plight. Imports do not 
need a further easing of access to the U.S. market.

The U.S. cordage manufactures face severe problems from imports; a sudden tariff 
reduction would exacerbate these problems.

Low-priced imports are increasing dramatically (see p. 3 supra and attachment B). 
The U.S. cordage industry has been cutting costs and modernizing to meet this com 
petition (see pp. 2 & 3, supra). One major import .problem is the misclassification of 
some imports of polypropylene cordage as articles not specially provided for of 
rubber of plastic, TSUS 774.55. Despite the overwhelming tariff classification history 
that imported cordage should be classified as cordage and an appropriate duty paid, 
many imports are classified by U.S. Customs as other than cordage in a category to 
which GSP applies and thus no duty is paid. For example, Columbian Rope Compa 
ny of Auburn, New York, has its production of polypropylene rope down more than 
50 per cent as a direct consequence of the importation of polypropylene cordage 
which is misclassified into the "basket category".

When a domestic industry faces severe import problems iik? those enumerated 
here, an open invitation to increased imports, in the form of a iowc' ."1 duty would 
inflame an already dangerous situation in the U.S. market. A alteration in staged- 
rate reductions would be contrary to U.S. trade policy at, established by the Trade 
Act of 1974

United States industry is entitled to rely on the stability of negotiated tariff re 
ductions, that any agreement reached as a result of the authority of the Trade Act 
of 1974 would be binding. There has to be, particularly in trade law, a policy of leg 
islative and administrative integrity. In this case, the Congress delegated to the 
President and the President negotiated the agreements. At that point, American in 
dustry was entitled to rely on those negotiations. They have made their plans in 
accordance with these agreements. H.R. 5228 would represent a breach of faith with 
U.S. industry. The effect would be that of a negotiated trade cut minus the negotia 
tion. If Congress adopts this legislation, U.S. industry will no longer be able to 
assume that the law is the law.
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AMERICAN CORDAGE AND TWINE MANUFACTURERS GROUP

Regular Members. Blue Mountain Industries, Blue Mpuntain,_AL. Bridon Cordage 
~l7ic., AioerVLea, Ivm, ohuTbrcrlviiiisrinc., Trussviile, AL, uevis itope Manuiacturing 
Co., Inc., Rossville, GA; Cavnar Johnson Cordage Co., Inc., Prattville, AL. 

Associate Member: E. I. Dupont de Nemours & Company Inc., Wilmington, DE.
Attachment B 

U.S. IMPORTS FOR CONSUMPTION OF CORDAGE OF MANMAOE FIBERS: 1979-83
(Under V\» inch in diameter. cuiienl TSUS No 316 55|

1979 ...............................................................................
1980.......................... .................................. ... ..........
1981..........................................................................
1982................................... .... ................ . .. . ....
1983...................................................................... .......

Quantity 
(pounds)

..... ...... ................ .. .... ...... ... ........ .... ... . . 294,194

......................................... ........... .......... . 200,338
....... ................. ................ ............ ... 266,928
............. ................................................ 785,821
............................................................. 649,273

($1.000)

1,073
989

1,163
1,751
1,807

Source Compiled from official statistics of Ine U S Department of Commerce
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Trade Deficit 
819.4 Billion 
In Quarter

D) Jane Seaberrv
V t'Mrf ion Ftt»; 5utt ttirttf

The US current icrount trade 
deficit reached a record $19 4 billion 
during the fust quarter lhi« \ear, as 
the bailee on merchandise trade 
continued to deteriorate at * record 
rate

At an annual rate, tne nation's 
current account deficit—trade in 
foods and services—was S77.6 bil- 
iion in the first quarKr, almost dou 
ble last >ear's S416 billion deficit, 
the Commerce Department reported 
In the first quarter of 198?, the def 
icit was S2.9 billion, by the fourth 
quarter it rose to $172 billion, the 
previous quarterly record.

The current account deficit for 
1982 was $9 2 billion, compared with 
a $6.3 billion surplus in 1981.

In a separate report, the Federal 
Reserve Board said the nation's fac 
tories, mines and utilities operated at 
81 7 percent of capacity last month, a 
slight increase from the 81 5 percent 
operating rale the previous month 
The increase in capacity utilization 
sloned sonwhal from previous 
months and »as still below the 83 to 
84 percent rate many economists be 
lieve would lufftt shortages that 
could lead to price increases.

The trade report showed that net 
receipt} for services increased S3 1 
billion to $8.4 billion in the first 
quarter. The inciease v.as largely 
due to a rise in income on U S di 
reel investment abroad because of

The Washington Post 
June 19, 1984 
p. Dl & D2

CAPACITY 
UTILIZATION

fijr Kauij Jur|^lunr> lot Tiw «MhK>cw» fo*

improved economic activity overseas 
and a shift Ic small capital gains 
from large capital losses, in the 
fourth quarter. Commerce said 
• "While the service* 'urplus should 
rise this year, the deterioration in 
the (merchandise) trade deficit, ev 
ident in the second quarter, means 
probable further increases in the 
current account shortfall." said Com 
merce Secretary Malcolm Baldnge.

Nonpetroleum imports rose SS6 
billion, which more than offset a 
small decline m oil imports and a 
modest increase in exports.

Service^ and merchandise trade 
have btc-n hurt bv the strong \alue 
of the dollar, which mates imports 
relatively cheaper than US goods 
and maVfS exports less price com 
petitive vvith goods abroad, econo 
mists have said In addition, the U S. 
economic recovery has provided 

See ECONOMY. D2 Col 4

Attachment C

Trade Deficit 
819.4 Billion. 
In Quarter

ECONOMY, From Dl 
more jobs and higher incomes for 
Americans to buy imports, a general 
occurrence following a recession.

In addition, the recovery in other 
countries has not picked up enough 
for foreigners to buy large amounts 
of U.S.-madt goods, economists said.

Income from sen ices is being un 
dermined by higher interest and div 
idend liabilities held by foreigners, 
said Sara Johnson, senior economist 
for Data Resources Inc. The current 
account deficit must be financed by 
a net inflow of capital, which gener 
ates interest and dividend income 
for foreigners.

In addition, the Latin American 
debt problem reduced foreign earn 
ings of US. banks and "that's begin 
ning to show up" on the counliy'i 
balance sheet, Johnson said.

During the first quarter, the mer 
chandise trade deficit rose to S2S.6 
billion, the fourth consecutive record 
quarterly deficit. It was $19.4 billion 
during the fourth quarter last year.

Imports rose $8.6 billion to $798 
billion "across a broad range of non- 
petroleum' imports." Exports in 
creased $Z3 billion to $54.2 billion, 
"primarily due to strong automotive 
exports to Csnada and moderate in 
creases in capital goods and agricul 
tural commodities." Commerce said

During the quarter, the dollar ap 
preciated 3 percent on a trade- 
weighted average basis apainst cur 
rencies of 22 countries of the Organ 
ization for Economic Cooperation 
and Development and rose 1 percent 
against currencies of 10 select indus 
trial countries, t L : Commerce De 
partment said.

30-600 0-85-51
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W'I.LIAMS & THORMAN, 

Washington. DC, June 21. 1.984. 
JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means. U.S. House of Representatives, I^ong- 

worth House Office Building, Washington, DC.
DEAR MR. SALMON: This letter serves to register the opposition of the American 

Netting Manufacturers Organization (ANMO) to H.R. 5228. By press release #41 
dated June 12, 1984, comments were requested by the Trade Subcommittee on this 
and other tariff and trade bills.

ANMO represents the domestic fish netting industry. Its members (see attached 
list) from various locations throughout the United States stand together in their un 
equivocal opposition to H.R. .r>228. ANMO fully supports the position set out in the 
submission of the American Cordage and Twine Manufacturers group (ACTM) sub 
mitted to the Trade Subcommittee on June 21, 1984. As a small, viable industry be 
sieged by low-priced imports, (in 1!)8.'{ imports accounted for .'50% of U.S. consump 
tion* ANMO feels that the open invitation to addiiional imports which would result 
from the passage of H.R. 5228 is an additional burden the United States Congress 
should not ask struggling domestic industries to bear.

Passage of H.R. 5228 would amount to a breach of faith with U.S. industry. Do 
mestic industry has relied on the staged rate reductions negotiated under the au 
thority of the Trade Act of 1974 to plan its modernization and capital expenditures. 
ANMO urges you to reject the proposed bill, H.R. 5228. 

Sincerely,
ANN OTTOSON KING, 

Counsel. American Netting 
Manufacturers Organization.

AMERICAN NETTING MANUFACTURERS ORGANIZATION MEMBERS
Bayside Net and Twine Company, Inc., Brownsville, TX. 
Blue Mountain Industries, Blue Mountain, AL. 
Carron Net Company, Inc., Two Rivers, WI. 
Hagin Frith & Sons Company, Willow Grove, PA. 
Mid Lakes Manufacturing Co., Knoxville, TN. 
Nylon Net Company, Memphis, TN. 
Northwest Net & Twines, Inc., Everson, WA.

BLUE MOUNTAIN INDUSTRIES, 
Blue Mountain AL. June 20. 1.984. 

Mr. JOHN J. SALMON,
Chief Counsel, Committee on Ways and Meant,. U.S. House of Representatives, Long- 

worth House Office Building, Washington, DC.
DEAR MR. SALMON: Blue Mountain Industries manufactures cordage products, em 

ploying approximately 650 people in Anniston, Alabama, and we are opposed to 
HR-5228 authorizing the acceleration of staged duty rate reductions affecting 
TSUS-316.55

The enactment of HR-5228 would further reduce our sales of cordage products 
which has declined and is continuing to decline because of lower-quality and lower- 
priced imports. Because of the high influx of imported cordage products, the U.S. 
market share is rapidly declining. The total cordage market over the past 200 years 
has become considerably smaller because of the transition from natural fibers to 
synthetic fibers which have a longer life and a higher strength-to-weight ratio.

The cordage industry also has a 51(5 petition pending before customs involving a 
misclassification of cordage products. This misclasbification, in addition to all of the 
above, has the cordage industry at the point that it may not survive.

We need some relief against imports, not further reductions or accelerations in 
current duty rates, which only make it more difficult for a viable cordage industry 
to survive.

We appreciate this opportunity to submit our statement opposing HR-5228. 
Sincerely,

H. D. WHITLOW, Vice President.

STATEMENT OF THE CORDAGE INSTITUTE
This statement is submitted in opposition to H.R. 5228, a bill to authorize the ac 

celeration of staged rate reductions proclaimed to carry out trade agreements. The
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Cordage Institute and its members feel that passage of this measure will further 
damage an industry that has already been severely affected by cordage imports that 
have entered this country at reduced tariff rates or duty free.

The Cordage Institute is a trade association of manufacturers of natural and man- 
mad" fiber cordage products. Since its founding in 1920, the Cordage Institute has 
been a collective voice of this important industry. It has a history of service to the 
country and to customers, distributors and manufacturers of cordage made from 
natural and man-made fibers. This Institute has 12 regular members and 3 special 
and associate members located in 12 states. The members of the Cordage Institute 
manufacture all sizes and types of cordage products from twine used to wrap small 
size packages to large hawsers used to tie up the nation's ships of war. For the most 
part the members of the Cordage Institute are small businesses struggling to sur 
vive in a highly competitive and recessionary economy, the cordage industry has 
been resilient and flexible and has been able to meet the challenges of a volatile 
economy.

The 3,500 workers in the cordage industry today are highly productive. The U.S. 
Department of Commerce Census of Manufacturers has shown that the value added 
per employee in the U.S. cordage industry nearly doubled between 1967 and 1977. In 
terms of value added per production worker hour, the increase in productivity was 
over 120 percent during that same period. The strong positive finding in this area 
helps to explain the domestic cordage industry's record of declining real prices and 
international competitiveness during the highly inflationary 1970's. Even in the fact 
of increasing imports, the domestic cordage industry has been able to demonstrate 
it's commitment to remain competitive internationally.

The cordage, industry in the United States has undergone substantial structural 
changes in the past three decades. These changes have involved the virtual aban 
donment to imports of the hard-fiber twine market which once had been a mainstay 
of the industry Accompanying this change was a sharp decline in production by the 
U.S. cordage industry in the years following World War II, resulting in considerable 
overcapacity and, ultimately, consolidation among the cordage companies remaining 
in operation. A second fundamental change involved a major shift in market prefer 
ences from traditional, hard fiber cordage to synthetics derived from petrochemi 
cals.

The shift to synthetic rope was caused by several factors. Polypropylene rope 
weighs about half as much as equivalent lengths of manila ropes, is buoyant, has 
greater strength and durability, and will not decay, freeze or absorb water like vege 
table fiber rope. For these reasons it is distinctly preferred for most heavy marine 
u.'jes as well as for specialized purposes such as ski two ropes, construction and utili 
ty cables, fishing line, lariat rope, mountain climbing, oceangraphic and other spe 
cial purpose rope. In addition, polypropylene cores are used in making wire rope 
and cable for use on oil tankers, in heavy construction, and in particular applica 
tions such as elevator cable.

It is clear, that a separate structure now exists for the production and marketing 
of synthetic cordage, as opposed to traditional, hard-fiber cordage. While this devel 
opment has been unfolding over the past 25 years, the structure of the industry 
itself has changed, so that marginally efficient producers have been forced out of 
the market by specialized new entrants; those full-line rope manufacturers remain 
ing in operation are primarily firms that have succeeded in consolidating productive 
facilities to maximize productivity and have established and preserved efficient dis 
tribution networks.

The structural changes in the U.S. cordage industry—that is, a new set of market 
dynamics introduced by the relatively rapid movement to synthetic cordage—have 
resulted in vigorously competitive markets in the United Sates for all cordage pro 
ducers, both domestic and foreign, especially since import barriers have been rela 
tively modest for most cordage products.

The competitiveness of U.S. synthetic cordage markets in recent years, and the 
efficiency of firms remaining in the industry, is reflected in a pattern of domestic 
price increases that is remarkably modest in comparison with the highly inflation 
ary price trends recorded for most industrial commodities during the 1970's (and in 
particular for commodities such as synthetic cordage products, which are susceptible 
to the effects of massive petroleum price increases on feedstock prices.)

Calculation of average unit values for individual compositions of synthetic cord 
age is possible only for the years following 1973, during which price > for nylon rope 
increasd by an average of 6.5 percent annually and for polyester rope by 6.1 percent 
annually. Remarkably, for the principal category of synthetic rope composed of poly 
ethylene/polypropylene (olefins), average price increases were only 3.2 percent an 
nually. Further, if these nominal prices are correct for inflation, the resulting prices
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in real terms show a substantial decline during a period when factor input prices 
(raw materials, machinery, labor, capital etc,) were rising sharply.

As has been demonstrated here, the domestic cordage industry is efficient and 
competitive. The U S. consumers of synthetic cordage can be assured of a long-term 
supply of domestic and imported cordage at competitive prices so long as the corro 
sive effects of market disruption by particular imports from particular sources are 
avoided.

Imports have figured prominently in U.S. cordage markets for may years. Cur 
rently almost all hard-fiber rope sold by U.S. cordage companies is manufactured 
abroad, and the domestic plant capacity employed in the production of 55.1") million 
pounds of hard-fiber rope in 1965 is now idle. As noted above, the excess capacity in 
production machinery for both twine and rope made from natural fibers constitutes 
a substantial "overhang" for the remaining full-line cordage producers in the 
United States, hindering their ability to respond to competition from domestic and 
foreign firms that recently have begun production of synthetic cordage.

While duties on synthetic stranded rope will be unchanged, if passage of H.R. 
5228 does occur, there will be substantial reductions in the average (duty-paid) 
prices of other synthetic cordage imports.* In markets as price sensitive as those for 
many cordage products changes of this magnitude could have far-reaching conse 
quences despite the demonstrated competitiveness of the domestic industry. Accel 
eration of this staged duty rate reduction will only exacerbate an already critical 
situation for the domestic cordage industry.

In summary, we implore the Subcommittee to reject H.R. 5228 and to instead 
keep the regular order of duty rates as established during the "Tokyo Round" of the 
Mutilateral Trade Negotiations (MTN).

'See Attachment A.
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SHUFORD MILLS, INC., 
Hickory, NC, June 20, 1984.

JOHN J. SALMON,
Chief Counsel, Committee on Ways and Means, U.S. House of Representatives, Long- 

worth House Office Building, Washington, DC.
DEAR MR. SALMON: Shuford Mills, Inc. is a domestic manufacturer of a number of 

textile related items. We have been in business since 1880 and employ over 2,200 
people. Among the items we manufacture is polypropylene twine, which would be 
adversely affected by passage of H.R. 5228. This bill, sponsored by Gibbons, Ccnable, 
Vander Jagt. and Frenzel, would accelerate the negotiated reduction on cordage 
(TSUS 316.55) duties. We are stongly opposed to passage of this legislation. 

Very truly yours,
TOM GUTHRIE, 

Vice President and General Manager,
Special Products Division.



U.K. 5418
To amend section 641 of the Tariff Act of 19JO. and for other purposes. 
No comments were received on this bill.

U.K. 5455
To amend the Tariff Schedules of the United States to clarify the classification of 

unfinished gasoline. 
No comments were received on this bill.

H.K. 5625
Requiring th? Commissioner of Customs to establish a customs district known as 

the Columbia-Snake Customs District.
STATE OK IDAHO, 

Boise. ID. May 4. AWty. 
Hon. RON WYDEN,
U.S. Representative, Longworth Building, 
Washington, DC.

DEAR REPRESENTATIVE WYDEN: It is with real pleasure that, on behalf of the Idaho 
District Export Council, I submit this letter of support for your legislative proposal 
to establish a Columbia-Snake River Customs District. Idaho has long been interest 
ed in strengthening its international trade efforts and developing a support system 
along the Columbia and Snake Rivers that would enable the Port of Lewiston to 
fully develop its potential to serve Northern Idaho and the region.

Idaho is also very interested in establishing a Port of Entry for Boise, Idaho. Boise 
is the home of several major international corporations, and Port of Entry is ex 
tremely important to the further development of the state's economic trade future. 
At its meeting on April 2(i, 1984, the District Export Council of Idaho formally and 
unanimously adopted a Resolution supporting the Bill.

The Council commends you on your proposal and looks forward to working with 
you and the Idaho Congressional Delegation in furthering trade opportunities for 
the region.

Sincerely,
DAVID H. LEROY, 

Idaho Lieutenant Governor, 
Chairman, Idaho District Export Council.
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U.K. 5751
To extend for J additional yearn the suspension of duty on una>mpou tided allyl 

resins. 
No comments were received on this bill.

U.K. 578IJ . 
To suspend for a ./-year /wriod the duty on certain metal umbrella frames.

COI.UKK, SHANNON, RIM. & SCOTT,
Washington, DC. June JO. UI84. 

JOHN J. SALMON,
Chief Counsel. Committee on Ways and Means, U.S. House of Representatives, /A>tif>- 

worth House Office Building. Washington, IX\
DKAR MR SALMON: On behalf of our clients Almet/Lawnlite, California Um- 

brellda, Finkel Outdoor Products Co. and Keller Industries, we submit the following 
comments on H R 578.'i, a bill to temporarily suspend the normal customs duties on 
certain metal umbrella frmas.

Almet/Lawnlite, Californian Umbrella, Finkel and Keller are U.S. manufacturers 
of outdoor patio and beach umbrellas. The addresses of these companies are as fol 
lows. Almet-lawnlite, Protland, Tennessee J17148, California Umbrella, W25 East 
Franklin Avenue, Pomona, California 917(>(>, Finkel Outdoor Products Co., 1(! East 
34th Street, New York, New York lOOHi, Keller Industries, 18000 State Road !), 
Miami, Florida :W1«2.

In addition to patio and/or beach umbrellas, certain of these companies also man 
ufacture various kinds of lawn furniture.

These companies' interest in Rep. Kaptur's bill stems from the fact that the Tariff 
Schedules of the United States ("TSUS") currently classify all umbrellas, whether 
hand-held umbrellas chiefly used for protection against rain or patio or beach um 
brellas, under a single fivendigit TSUS number (7.r>1.0.r>). Similarly, parts for umbrel 
las, including metal umbrella frames and skeletons, are also currently classified 
under a single five-digit TSUS number (751.20), whether they are used in hand-held 
rain umbrellas or patio and beach umbrellas.

Over the past several years, U.S. manufacturers of patio and beach umbrellas 
have become increasingly concerned about rapidly growing imports of patio and 
beach umbrellas and frames manufactured in Taiwan. After imports of complete 
umbrellas from Taiwan under TSUS item 751.05 were disqualified from preferential 
duty treatment under the Generalized System of Preferences after exceeding 'he 
competitive need limit, Taiwanese producers began to increase their U.S. shipments 
of metal frames and skeletons for such umbrellas. In 1981}, imports from Taiwan 
under TSUS item 751.20 exceeded the competitive need limit as well as the GSP's de 
minimis dollar threshold for the first time. The patio and beach umbrella industry 
was very pleased that, as a result, Taiwan lost eligibility for duty-free treatment for 
imports of patio and beach umbrella frames and skeletons. Imports of these prod 
ucts from Taiwan are now subject to the regular 15 percent duty.

As we understand it, certain domestic manufacturers of handheld rain umbrellas 
were not as pleased with this development, inasmuch as they apparently find it nec 
essary to import metal frames and skeletons for these umbrellas from Taiwan for 
further assembly into completed rain umbrellas. It was apparently out of a desire to 
rescind the reimposition of the normal duty rate for imports from Taiwan of frames 
and skeletons for hand-held rain umbrellas that Rep. Kaptur initially proposed her 
legislation.

As originally structured, Rep. Kaptur's bill (H R. 5710) would have achieved this 
purpose by replacing current TSUS item 751.20 with two new TSUS items, the first 
a duty-free category applying to all metal umbrella frames, and the second and 
"other" category carrying the normal 15 percent duty. Our clients strongly opposed 
this proposal for the obvious reason that it would have accorded duty-free treatment 
to imports of metal patio and beach umbrella frames as well as imports of metal 
hand-held rain umbrella frames. Our more general concern, however, was that any 
legislation which would make rain umbrella frames and patio and beach umbrella 
frames the subject of two separate five-digit TSUS numbers would virtually assure
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that imports of patio and beach umbrella frames from Taiwan would eventually re- 
qualify for GSP treatment because of the likely failure of this limited dollar volume 
of trade to exceed the GSP program's de minimis dollar threshold under the com 
petitive need formula. Thus, as originally proposed, Rep Kaptur's legislation would 
have assured, either directly or indirectly, that import-, of patio and beach umbrella 
frames would mjualify for duty-free treatment, despite the fact that Taiwan 
acounts for the vast majoirty of U.S. imports of this merchandise. For obvious rea 
sons, our clients strongly opposed any change that would allow Taiwan to requilify 
under the GSP program.

The revised version of Rep. Kaptur's bill would, we believe, effectively avoid this 
unwarranted result. H.R. 578;{ would grant duty-free treatment to metal frames for 
hand-held rain umbrellas on only a temporary basis by merely inserting in the ap 
pendix to the TSUS a temporary TSUS number applicable to "frames for hand held 
umbrellas chiefly used for protection against rain (provided for in item ?.">!.20, part 
KB, schedule 7)." We are satisfied that this change should have no adverse effect on 
the current duty structure applicable to frames for patio and beach umbrellas. Im 
ports of frames for hand-held umbrellas will continue to be counted for statistical 
purposes under 7.r>1.20 (along with frames for patio and beach umbrellas), assuring 
that the total volume of trade in that five-digit TSUS item will not be diminished 
for purposes of the dt minimis dollar threshold under the GSP program. So long as 
this is done, Almet/Lav»nlite, California Unbrella, Finkel and Keller huve no objec 
tion to the legislation.

Thank you for your attention to these comments. 
Sincerely,

DAVID A. HARTQUIST. 
MICHAEL R. KKRSHOW.

HAAS-JOKUAN Co., 
Toledo. OH. June If/. 1984.

Hon. SAM GIBBONS,
Chairman. Subcommittee un Trade, U.S. House of Representatives. Washington, 1)C.

DEAR MR. CHAIRMAN. Thank you for allowing me to submit testimony in support 
of H.R. 5783. Passage of this bill is of utmost importance for my company.

I would like to express my sincere thanks on behalf of the Haas-Jordan Company 
and all of out associates for the work and effort that you and Congresswoman 
Marcy Kaptur have put forth on our behalf. We are most appreciative for Marcy 
Kaptur's time and attention in sponsoring this legislation, and for your crucial as 
sistance. While elimination of the 15 percent duty on umbrella frames for hand-held 
rain umbrellas would be most desirable, a three year or one year suspension of the 
duty on this specific category of umbrella frames, at least is a step in the right di 
rection.

It is an unusual course of events when a duty at the same time is both helping 
and hindering different sectors of the U.S. umbrella industry. We fully appreciate 
an understand the desire of patio and beach umbrella frame makers to maintain 
their 15 percent duty. At the same time, however, manufacturers of umbrellas that 
are used for rain protection or are hand-carried umbrellas are hurt by protective 
duties. The reason that our business is hurt is because there is no longer a domestic 
frame industry manufacturing umbrella frames or components for hand-held rain 
umbrellas. The best quality and most competitively priced frames that are available 
to the domestic umbrella manufacturers come from Taiwan. Up until April 1st of 
this year these frame components were able to enter the United States free of duty. 
Since Taiwan now has more than 50 percent of this total combined market any 
frame components coming in from Taiwan are not subject to 15 percent duties.

This means that domestic umbrella manufacturers using frames from Taiwan are 
now facing a higher cost on their component materials or the choice of buying 
frames from other foreign countries in which case the price is either higher than 
from Taiwan, or the quality of the frame is significantly less. In either event, do 
mestic manufacturers that heretofore have been using frames manufactured in 
Taiwan are left in the unenviable position of being subject to a tariff duty that is 
protective in nature while there is no domestic industry to protect.

Thank you again for your efforts on our behalf to date. We hope that you and 
Congresswomen Marcy Kaptur will be successful in finding a solution to our dilem 
ma. If I can be of any further help or assistance, or should you have additional ques 
tions please do not hesitate to call. 

Yours very truly,
DAVID F. WALTZ, President.


